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All the farmers in a given territory have about 

the same hazards of season, storm, and price. 

But the farmer who keeps his operating costs 

ts down has consistently a better opportunity 

for an operating profit . .. consistently more 

of a margin to meet maturing obligations on 

or ahead of schedule . . . consistently makes a 
better credit risk. 

Because they burn efficiently any fuel from No. 1 
furnace oil to premium gasoline, Case tractors 
enable farmers to choose the fuel that produces 
power at the lowest cost. This fuel freedom guards 
against delays—and timeliness is the essence of 
profitable farming — should some sudden emer- 
gency shut off the supply of any certain fuel. Because 
he is fortified against the unforeseen, the buyer of 
a Case tractor brings added assurance that he will 
liquidate his loans per schedule. 

Case tractors are famous for their long life, low 
rate of depreciation, and amazingly high resale 
value at any age. As a rule there are standing offers 
and a seller’s market for used Case tractors. All 
this means safeguarded security and a higher level 
of liquidity in loans to Case owners. 

Jas Not only tractors, but the Case Centennial trac- 
5 has! tor plow . . . combines and threshers . . . imple- 
| <a f ments for tillage, planting and cultivation . . . hay 

and harvest machines . . . indeed the whole Case 
line of 77 modern farm machines have that com- 
bination of long life, low upkeep and profitable 
performance which in the course of a century have 
come to be called Case Quality. It merits your con- 
sideration in dealing with your farm clientele. 


J. I. CASE CO., Racine, Wisconsin. 


TRACTOR CAPACITY AT THE 
HOURLY COST OF A TEAM 


R. H. Drane of Kentucky has used his Case “CC” tractor 1500 
hours annually for seven years at a yearly upkeep cost of $7.14. 
Burning 10-cent coal oil he gets Case capacity for a total of 19.4 
cents an hour—actually less than the cost of a two-horse team, * * * 
At right, the Case “CC” and the Case Centennial tractor plow, 
climax of 100 years of continuous plow building that began with 
the first Grand Detour steel plow of 1837. 
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LETTERS 


Spectators Gathered 


Sirs: An interesting feature in the re- 
cent installation of air-conditioning equip- 
ment for our bank was a well driven 
through the sidewalk on St. Joseph Street 
in the heart of Mobile, adjacent to the 
First National Bank Building. 

After engineers determined that a well 
of sufficient size and depth would furnish 
the air-conditioning equipment with an 
adequate supply of water of the desired 
temperature, the drilling was started. 

During the sinking of the well, which 
reached a depth of 87 feet, spectators 











gathered in large numbers and were con- 
siderably interested in the work. When 
the installation was completed, the two- 
year-old granddaughter of D. P. Bestor, 
Jr., our president, pulled the switch which 
started the machinery. 

The new air-conditioning system supplies 
some 1,400,000 cubic feet of properly cooled 
air to the ns quarters and offices of 
the annex every hour. Engineers say it 
is the largest system of its sort in Alabama 
at the present time. 

H. A. PHarr, Vice-president and 

Trust Officer, 
First National Bank, 
Mobile, Alabama 


* Sl 
Results Are Amazing 


Sirs: I have just finished reading for 
the second time the very excellent article 
on “Loans on Commodities,”’ by Joseph F. 
Meyer, Jr., in the August issue of The 
Burroughs Clearing House. 

I aleve that far too much has been 
written over a period of years about how 
field warehousing is done and not nearly 
enough about actual case histories, show- 
ing results as to safety and profits to banks. 

If you would be interested I would be 
pleased to give you a list of banking friends 
of mine throughout the country who have 
had definite experience in large volume 
over many years in field warehouse com- 
modity credits so that you might interview 
them. Some of the results are most 
amazing and definitely indicate that this 
oy of employment of depositors’ funds 
will stand up through a period of years 
from the standpoint of safety and profit. 

Every part of the United States in which 
we are ——— is showing a steady up- 
turn in the use of field warehouse credits, 
and the remarkable part of it is that the 
places where we have had our offices, or 
rather where we have had our oldest 
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offices, are showing the biggest gains, 
proving that it is a business in which the 
saturation point has not shown itself. 
A. T. Grsson, President, 
Lawrence System, 
San Francisco, California 


* 
Articles Reprinted 


Strs: We have been very much inter- 
ested in the article, “Country Banking— 
1937,” by C. W. Bailey, president of the 
First National Bank, Clarksville, Tennes- 
see, which appeared in your February, 
1937, issue. We are wondering if we might 
have permission to reprint this article in 
our monthly publication, the Hoosier 
Banker. 

Don E. Warrick, Secretary, 

Indiana Bankers Association, 





Sirs: I should like your per- 
mission to publish the article, 
“A Look at the Job of Working 
in a Bank,” by Clarence A. 
Lyman appearing in your July 
issue in Southern California 
Banker. Due credit will be given 
your excellent publication. 

STANLEY IKERD, Business 

Manager, 
Southern California Banker, 
Los Angeles, California 


* ¢ 
Award for Bank 
Advertising 


Sirs: The photograph we 
are sending you covers part of the display 
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of Bank of America advertising which was 
Indianapolis, Indiana exhibited at the Financial Advertisers Asso- 
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TRADITIONALLY 
A BANKERS’ BANK 


Tue Cuase Nationa Bank is traditionally 


a bankers’ bank. 


From inception, one of its guiding policies has 
been the development of correspondent bank- 
ing relations. For years it has served thousands 


of the country’s leading banks. 


The Chase is outstanding because of 

—the efficient way in which it handles the 
routine daily transactions of its corre- 
spondents. 

—the friendly cooperative spirit of its official 
staff and its knowledge of credit, business and 


financial conditions in every section cf the 


country. 


—its value in many matters where its size, 
prestige and connections are important to 


correspondents. 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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ciation Convention in Syracuse the week of 
September 13th. 

We were very much gratified that this 
convention was held simultaneously with 
our winning of the Vincent Edwards’ annual 
award for bank advertising in the United 
States and Canada. 

GEORGIA FRIEDMANN, 

Cuas. R. Stuart, Advertising, 
San Francisco, California 


+ ° 


From $400 to $149.95 


Srrs: Ten years ago this month the 
first commercial air-mail passenger service 
between the two seaboards was inaugurated 
by a predecessor of United Air Lines. Then 
it took thirty-three hours to transport air 
mail, including securities, from California 
to New York. The single-engined plane 
required fourteen refueling stops. Air 


mail rates were double what they are — 


today and if a banker wanted to fly from 
California to New York, it cost him $400 
coast to coast for a comparatively uncom- 
fortable trip. 


On the tenth anniversary we find air | 


mail, passengers, and express being flown 
across the country in 154% hours with 
only three stops, and air mail and air 
express rates are one-half and one-third, 
respectively, of what they were ten years 
ago. The fare is now only $149.95 coast 
to coast in sleeper planes with comfort- 





able berths, as against the two-passenger 
single-engined cabin planes of ten years ago. 
In efficiency as well as speed there has 
been comparable progress in the develop- 
ment of the airlines. A decade ago there 
was no radio, no navigational aids, no 
organized weather reporting service, no 
directive beam signals, no large multi- 
motored transports. Today all these and 
more combine to make flying efficient and 
dependable, and have enabled airliners 
this year to establish all-time air traffic 
records while scoring, simultaneously, high 
performance marks. 

Harotp CRARY, = 
Vice-president Traffic and Advertising, 
United Air Lines, 
Chicago, Illinois 
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In the TREND of BANKING 








Publicizing 
Dormant Accounts 


Under a recodified banking law in New 
York State, dormant accounts have to be 
advertised after fifteen years. 

Deposits of $10 or more unclaimed for 
fifteen or more years held by state- 
chartered institutions aggregate $5,413,- 
790, according to William R. White, 
Superintendent of Banks. 

Large space advertising, consisting of a 
listing of names of owners of dormant 
accounts, brought about curious incidents 
and unexpected response. One branch of 
the Bowery Savings Bank had to assign 
five men to handle inquiries after publica- 
tion of the first advertisement. 

Some fantastic yarns have been woven 
around unclaimed accounts. Spielers on 
New York sightseeing busses often point 
to a large bank patronized by seamen and 
announce that the building was paid for 
out of their unclaimed accounts. 


Safe 
Deposit Campaign 


Revisions in the National Safe Deposit 
Advisory Council’s co-operative advertis- 
ing program bring about this interesting 
cost estimate: That the rental of one new 
box each week by a bank or safe deposit 
company will more than pay for participa- 
tion in the merchandising plan. 

William Haas, of Manufacturers Trust 
Company, New York, made that state- 
ment at the Financial Advertisers Associ- 
ation convention in Syracuse last month. 
He, E. D. Madden, of McCann-Erickson 
advertising agency, and James A. McBain, 
of the Chase National Bank, New York, 
went over plans to date with the F. A. A. 

McCann-Erickson’s survey among all 
income classes in several northeastern 
states showed that a great majority of 
people do not believe they need safe 
deposit boxes. They make a practice of 
keeping valuables in desk drawers, tea cups, 
tin boxes and other insecure places. 


Familiarizing 
Federal Reserve 

Copies of an enlightening booklet per- 
taining to the organization and functions 
of the Federal Reserve Bank of Chicago 
are now being circulated. 

Conceived by and prepared under the 
personal direction of Geo. J. Schaller, presi- 
dent, Federal Reserve Bank of Chicago, 
the booklet reviews the Federal Reserve 
System as a whole, then gives a detailed 
description of the Chicago bank. 


Dramatizing 
New Banking Quarters 


When The Anglo California National 
Bank of San Francisco opened its enlarged 








every banking need. For 64 years a bank for business and a banker's bank, The Anglo is also one of the 
Weat's great savings institutions. Men and women in all walks of life make it their savings headquarters. 
The New Trust Department 


HERE, on the main banking floor of The Anglo California National Bank, are provided services to meet 
VAULTS 
The Trust Department 1s ow housed at the noth end of the main banking floor wth « convememt entrance om the Bush Servet ede and with 


easy accees through the main entrance on Sansome 





Street The new quarters provide a quiet and rretful atmosphere for the transection of bus 
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banking quarters at the main office, 1 San- 
some Street, San Francisco, it distributed 
the floor plan (including location of 
various departments) to customers. The 
main banking floor, extending the full 
length of a city block, is one of the largest 
in the United States. 


The floor plan is reproduced here. 
Before reduction, the display measured 
18” by 11’. There was room in the 
brochure for enumerating and describing 
the bank’s services. A_ statement of 
resources and liabilities shows that the 


bank has $211,775,623 on deposit. 


























25% increase 


With New England’s own industries moving steadily 
forward ... cotton, wool, shoes, machinery, paper... 
its investors share also in the improve- 
ment of all American industry, as 









instanced by Massachusetts income 
tax collections 25 per cent higher this 
year than last. 










New England capital does business 
with the world. New England inter- 
ests require the complete banking serv- 
ice which this institution provides. 










THE NATIONAL 


Shawmut Bank 


40 WATER STREET + BOSTON 






MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








In writing to advertisers please mention The Burroughs Clearing House 








4 


Minimizing 
Taxes on Income 

Recognizing the difference between tax 
avoidance and tax evasion, Barron’s have 
just published a book on MunimizinG 
TAXES ON INCOMES AND Estates. To 
evade a tax by devious routes and sub- 
terfuge is evasion and is illegal. To take 
advantage of the legitimate exemptions 
and exclusions allowed by the Treasury is 
not tax avoidance but common sense 
handling of one’s affairs and comes within 
the letter and spirit of the law. 

With that attitude, J. Blake Lowe and 
John D. Wright, the authors, have set 
down their interpretations of tax laws 
with suggestions for complying with them. 
Trustees, bankers, insurance executives, 
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business men and investors will find the 
book valuable, because it tells in straight- 
forward, non-technical language how any- 
one with income or property can safeguard 
it against tax evasion. 

The book sells for $2. 
located in New York. 


Building 
With Glass Blocks 

A noticeable trend in bank construction 
is the use of glass blocks for walls and 
partitions. Owens-Illinois Glass Company 
reports many recent installations in banks 
around the country. 

The accompanying photograph of the 
entrance to the National Safety Bank and 
Trust Company, 1400 Broadway, New 


Barron’s is 





cA (ollection Service 
second to none, 
made possible by 

Continental Illinois 

correspondent banks 


in all parts 


of the “Nation 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Depesit Insurance Corporation 


In writing to advertisers please mention The Burroughs Clearing House 









































































































































York, is typical of the installations. This 
one, however, not only brings in additional 
light from outside, but also assures privacy 
for persons within the bank. Eugene 
Schoen and Sons, 15 East 53rd St., New 
York, specified glass and handled the 
details of the installation. 


Handbook 
On Municipal Bonds 


In 1934 Halsey, Stuart and Co., Inc., 
started issuing brochures covering invest- 
ment phases of American municipal bonds. 
Demand for them has become so wide- 
spread and so insistent that Halsey, Stuart 
have consolidated all into a single book 
entitled, THe INvESTMENT MERITS OF 
AMERICAN MUNICIPAL BonpDs. 

The book’s ten chapters are inviting to 
bond men. Some of the chapter headings 
are: Present-Day Considerations in the 
Choice of Municipal Bonds; Financial 
Statements as a Guide in Selecting Muni- 
cipal Bonds; Factors Which Determine the 
Marketability of Municipal Bonds; Safe- 
guards Surrounding Municipal Bonds; and 
Present-Day Status of Tax-Exemption in 
Municipal Bonds. 

Because of the book’s scope, 
selective distribution is being made. 


Books 
On Anniversaries 

Latest birthday books published by 
banks are: 

THe Story oF A BANK AND OF THE 
Community It Serves. This book com- 
memorates the 125th anniversary of The 
National State Bank of Newark, New 
Jersey. W. Paul Stillman, president, 
wrote the book. Its text pertains mostly 
to the history of the bank and of Newark. 


Down THROUGH THE YEarRS, 1812-1937. 


very 
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N TH 
SPOTLIGHT 
AGAIN !! 


€@ POOR’S IS THE FIRST 
TO REALIZE THE IMPORTANCE OF 
MAKING FINANCIAL PUBLICATIONS 


EASY TO READ 


New Type — New Tabulations — New Classifications — 
Plus the acknowledged reputation for Accuracy, Depend- 
ability and Coverage. Backed by 77 years experience 


‘ Chicago Pittsburgh Minneapolis 
POOR’S PUBLISHING COMPANY «Sere, atadsinia Kanone Gr 
Cleveland Baltimore Los Angeles 


90 Broad Street New York St. Louis Buffalo San Francisco 
; and other Principal Cities 





Published by The National State Bank of 
Elizabeth, New Jersey, this 164-page 
book was compiled by Philip L. Kleinhans, 
credit manager. The birthday book 
weaves the story of its institution with 
125 years of history of the United States. 
INTERESTING FACTS AND FIGURES OF 
AN Oxtp Bank. Celebrates the 125th 
anniversary of the Union National Bank, 
Westminster, Maryland. Jas. Pearre 
Wantz, cashier, compiled the book. 


Mentioning 
Some New Books 
BustnEss UNDER THE NEW PRICE 


Laws by Zorn and Feldman. (Prentice- 
Hall, New York, $5.) 





This book clears away most of the con- 
fusion that now exists relative to the 
operation and effect of the Robinson- 
Patman Act and the various state pricing 
and anti-discrimination laws. 

CASUALTY AND SuReETY EpITION and 
FrrRE AND MariNE EDITION, Charco 
Charts. (Reviewers Charts Corporation, 
41 Park Row, New York. Each book $5.) 

Banks find these books useful in review- 
ing the records of the companies which 
give them protection. The keynote of the 
books are charts on averages which estab- 
lish comparisons of companies. 

APARTMENT House RENTAL, INVEST- 
MENT AND MANAGEMENT by J. R. Mc- 
Gonagle. (Prentice-Hall, New York, $5.) 
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SEALED 
| PROTECTION 


against leaks is the suit that 
protects this helmeted ex- 
plorer of the ocean’s depths! 


In business, robbery is an 
unexpected “leak” that can 


wash away profits, bring distress to employees and 
their families and, in some cases, close down es- 


tablishments. 


Against this hazard, business continuously needs 
sealed protection that is provided in the insurance 
policy of a sound and experienced stock company. 


Bank executives should see to it that the assets of 
their institution are adequately covered against the 
fatal leak of robbery. Available to them at all times 
is the experienced advice of our local representative. 


American Su 


COMPANY 


rely 


New York Casuality 


COMPANY 


HOME OFFICES: 100 BROADWAY, NEW YORK 


41 Branch Offices throughout the country 


Both Companies write Burglary and Robbery In- 
surance and Fidelity, Forgery and Surety Bonds. 















Reputed to be the first complete book 
in its field, it discusses management con- 
tracts with the owner of the apartment, 
bookkeeping methods and financial state- 
ments, factors to be considered in pur- 
chasing an apartment, and co-operative 
apartment promotion. 

BANKING TURNOVER AND FACILITIES 
IN Ixtutino!ts. (Bulletin published by the 
University of Illinois.) 

Discusses three main topics: Private 
banking from 1917 to 1921; instability 
and turnover from 1921 to 1935; and bank- 
ing facilities in Illinois towns and cities 
and changes that have taken place. 

Banking conditions in Illinois provide a 
particularly suitable medium for examina- 
tion of general banking problems. 


Brief 
Items of Interest 


WASHINGTON, D. C.—The sale of 
United States “baby” bonds has shown 
a steady increase over last year’s figures. 
They are now selling at a rate between 
$7,000,000 and $8,000,000 weekly. CLEVE- 
LAND—“As recovery progresses there is 
continuing evidence that important changes 
are under way in the nature of banking 
business. Banking is becoming increas- 
ingly an investment business, and in de- 
creasing degree a lending business,” says 
Col. Ayres) NEW YORK—“The out- 
look for business in fall and winter 
months is highly encouraging,” reports the 
National Association of Credit Men, basing 
its assumption on continuation of the 
following factors: 1. Since farmers are 
going to have an increased income, the 
farming areas will be particularly good 
territories for increased business. 2. Inter- 
est rates are conducive to healthy business 
conditions. 3. In the heavy goods industry, 
needs are far from satisfied. 4. Labor. 
receiving a more generous share, will satisfy 
more consumptive wants) DENVER— 
“Life insurance ‘primed the pump’ of our 
consuming public during the six depres- 
sion years by dipping into the savings of 
the past,” O. J. Arnold, president of 
Northwestern National Life Insurance 
Company told the National Association of 
Life Underwriters at its annual convention. 
“Life insurance,” he said, “poured sixteen 
billions of dollars back into the hands of 
policyholders and their families during 
this period; almost eleven billions were 
paid to living policyholders.” CHICAGO 
—‘‘If we have chosen banking as a career,” 
says Frank R. Curda, A. I. B. president, 
“we cannot forego or slight mental train- 
ing. Top condition is a perpetual require- 
ment, as it must be to combat the forces 
that, in varied form, work against banking 
itself, against getting and holding business, 
and against sales and profitable opera- 
tions.” NEW YORK—2,867 graduates 
received certificates in the American 
Institute of Banking’s annual commence- 
ment September 10. Nationwide radio 
commencement exercises were held for this, 
the largest group of graduates in the 
thirty-four-year history of the A. I. B. 
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Orval Adams, incoming President of the American Bankers Association 


Orval lk Adams 


An associate presents a close-up of the new President of the 
American Bankers Association and records his views on banking 


acquaintance with Orval Adams, 

I am glad to assist in the prepa- 
ration of an article about him and 
his ideas as incoming President of 
the American Bankers Association. 
His training has been of the old 
school, which is the school of experi- 
He has made his own way 
through college and through all the 
positions in country banks, including 
even that of janitor. He has learned 
his economics as well as his profession 
in this same school of experience. He 
has a good memory and he does not 
forget the crises through which he 
and the institutions for which he is 


me of my long and intimate 


by 
STEPHEN L. RICHARDS 


Vice-president and Member of the Executive 
Committee, Utah State National Bank, 
Salt Lake City, Utah 


responsible have passed. Mindful of 
the operation of the law of averages 
and well knowing that human nature 
and some other fundamentals do not 
greatly change, he clings tenaciously 
to many of the old principles and 
practices which he has personally put 
to the test and not found wanting. 

If one were at all sure that old 
terms would be interpreted. in the 


old ways, I should not hesitate to call 
him a conservative, but so many new 
meanings have been ascribed to this 
and related designations that there is 
some hazard in making the application. 
His experience, I am sure, makes him 
a conservative in the estimation of 
most people. But he is also progres- 
sive, always a student of new methods 
and ever willing to try for improve- 
ment. He was one of the first in our 
section of the country to work out 
and install a complete system of 
service charges to the bank’s cus- 
tomers, and also one of the first to 
adopt modern credit files. 

In a public way, Orval Adams’ 
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interests are broad. He is sincerely 
public spirited. He has the faculty 
of “scenting’” financial weak spots 
and trouble and his diagnoses are 
penetrating and constructive. 

He is a director of the Salt Lake 
City branch of the San Francisco 
Federal Reserve Bank. He is a director 
and on the executive committee of the 
Hotel Utah, the largest hotel in our 
section of the country; the Beneficial 
Life Insurance Company; the Utah- 
Idaho Sugar Company; Zion’s Savings 
Bank and Trust Company; Zion’s Co- 
operative Mercantile Institution, the 
largest department store in this terri- 
tory; and in addition he is a director 
of a number of other prominent cor- 
porations, of which the Consolidated 
Wagon and Machine Company is 
notable. He is a member of the local 
committee of the Reconstruction Fi- 
nance Corporation and his main job 
is executive vice-president of the 
Utah State National Bank. He ac- 
cepts no directorships to which he 


cannot give adequate time and atten- 
tion. 

On top of the things I have men- 
tioned is his church work. Officially, 
he now occupies but one church posi- 
tion. He is a member of the auditing 
committee of the Mormon Church. 
But his activity and interest are not 
measured by the extent of his official 
duties. He supports every phase of 
church endeavor. He maintains his 
sons, of whom there are six, on mis- 
sions for the Church, a mission usually 
occupying two years or more of time 
spent in a foreign land. He himself 
in younger days performed such a 
mission. 


S further evidence that he is sin- 
cerely public spirited, he told me 
only recently that he has more real 
satisfaction out of his service to the 
Salvation Army as a member of its 
executive committee than almost any 

other work he pursues. 
I know of no better witnesses for a 








limits of safe counsel. 


of national and state banks. 


* 


* 


insure stable prosperity. 


* 


* 


he is a benevolent godfather. 
* 


to try for improvement. 








Orval Adams On Banking 


Orval Adams looks upon the vocation of banking as a profession, 
not unlike that of the doctor or lawyer. 
objectives with the American Bankers Association to intensify and per- 
petuate this professional aspect of the bankers’ calling. 


* * 


He conceives it to be the bankers’ duty not only to conserve the 
funds entrusted to him, but to be an advisor to customers within the 


* ” 


He is highly favorable to the maintenance of our present dual system 
He believes that honest management and 
supervision will be brought about which will furnish complete protection 
to the depositor and a full measure of service to business. 


He believes that the people should know far more than they do 
about the fundamentals of banking—that bankers themselves are best 
qualified by knowledge and experience to give the necessary information. 


He believes, too, that the people should be educated in the fiscal 
policies of the government, and that they should be made tax-conscious. 
He believes that these two factors will do more than any other two to 


He believes that banks have a moral obligation to preserve the 
value as well as the number of dollars entrusted to their care. 


His ideas on personnel are typified by his own performance. He 
has made it a practice for years in all cases of sickness and misfortune 
to contribute material aid. When a baby comes into one of the families, 


As for bank operating, he is always a student of new methods, willing 
He was one of the first to work out and install 


service charges and to adopt modern credit files. 


It would be one of his chief 
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man than those with whom he works, 
who are daily and intimately associated 
with him. Employees of Orval Adams 
are his staunchest supporters. He has 
made an affectionate family out of 
those who operate his bank. They 
respect and love him for his mani- 
festations of kindness and friendship. 
He has made it a practice for years in 
all cases of sickness and misfortune to 
contribute material aid, and when a 
baby comes into one of the families of 
the group he is a most benevolent 
godfather. You will see that he is 
‘strong’ for big families. 

Orval Adams looks upon the voca- 
tion of banking as a real profession, a 
profession of service not unlike that 
of the doctor or lawyer. The bank’s 
customers are indeed his clients. He 
conceives -it to be his duty to safe- 
guard their welfare in every possible 
way. He is not only the conservator 
of the funds entrusted to him but he 
is a personal advisor and helper, at 
least within the limitations of safe 
counsel. He has helped many a bor- 
rower to pay his debt and work out 
his problems not only for the sake of 
recovery but for the welfare of the 
individual. 

Many years ago he instituted in his 
bank a system of partial payments on 
all obligations that could not be met 
on the stipulated terms, as a general 
rule no renewals being permitted with- 
out some amortization of the debt, 
however small. It has been surprising 
and gratifying to note how this simple 
policy consistently enforced has helped 
borrowers and made lasting friends 
for the bank. 

He has mentioned to me that it 
would be one of his chief objectives in 
his official connection with the Ameri- 
can Bankers Association to intensify 
and perpetuate this professional aspect 
of the bankers’ calling, and too, that 
he proposes more education, more 
definite and concrete helps to be 
fostered and advanced by the associ- 
ation for the strictly professional 
training of its members. The details 
of such program I am sure he has well 
in mind. 

I know him to be highly favorable 
to the maintenance of our present 
American dual system of national and 
state banks. He believes that our 
long experience with this system has 
demonstrated that it is better suited 
to the conditions and purposes of our 
national life than the monopolistic 
system which prevails in some other 
countries. In fact he fears a money 
monopoly as potentially a great threat 
to our democratic order in its economic 
and political control. He_ believes 
that adequate, honest management 
and supervision of the banks of our 
country can and will be brought about, 
furnishing complete protection to the 
depositor and a full (See page 34) 
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read off all of the figures, and have 


which were answered by the operating 
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figures twenty minutes before. The 
only difficulty —and the fault is dis- 
tinctly not with the directors —is that 
nobody knew the questions were being 
answered because the figures were not 
in assimilable form. 

This is why we have our directors’ 
books. Our directors know what is 
going on in the bank, and they know 
during a meeting exactly what every 
figure means and why it is related to 
every other figure. It is not that they 
are super-men, but rather that the 
facts come to them in form that they 
can understand. Incidentally, if I 
were not an officer and were an outside 
director, the figures would be intel- 
ligible to me in the form in which we 
serve them up. 

Each director of our bank has main- 
tained for him a book which contains 
all of the important facts and figures. 
This book is highly confidential, and 
for this reason is kept in a specially 
locked cabinet in the bank. The 
director is free at any time to come 
in and look over his book—and a 
surprising number of directors drop 
in for this purpose from time to time. 
The sole exception to the rule is made 
for one of our directors whose office 
is in New York and who gets to 
Evansville for only a few meetings a 
year; his figures are mailed to him 
monthly, and he maintains his own 
book. 

When a director comes to a board 
meeting, he finds his book on the table 
at his place. The results in the direc- 
tor’s action are immediately visible. 
Instead of a general conversation 
going on, our directors’ room is almost 
silent before the meeting is called. 
Each man sits down and busies him- 
self in the figures. This is not a pose, 
it is genuine interest. Any worth- 
while director of any bank is eager to 
learn just as much as possible of its 
progress during the past month, of 
the trends in deposits, earnings, ex- 
penses, loans, and so on. With our 
set-up, he gets this information the 
minute he comes to board meeting. 
You would be surprised to see how 
many of our members arrive consider- 
ably before the stated time, in order 
to absorb the information in advance 
of the meeting. 


HILE the board meeting proceeds, 

the same studious atmosphere pre- 
vails. As the figures are read, with 
comments, each director follows them 
in his book. At the conclusion of a 
given report, instead of the customary 
silence, we get a lot of pointed ques- 
tions shot at us. They are not aimless 
questions. They are the sort that 
come when you or I sit down with a 
chief bank examiner to discuss what 
he has found out. The executive 
officer is kept on his toes all through 
the meeting, for his directors show a 
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disconcerting familiarity with the bank. 

The sheets which go into a director’s 
book each month are the following: 
Comparative statement (year ago, 
last month, this year); Earning report; 
Comparative report of the month’s 
earnings and expenditures (fully item- 
ized according to the account head- 
ings); Ditto, year to date compared 
to last year to same date; Report of 
Bond Account by classes, book, mar- 
ket, appreciation or depreciation; 
Analysis of bond reserve, including 
bond sales and purchases, for the 
month, with amounts, ratings, descrip- 
tions, prices; Quality schedule of the 
bond account as of the end of the 
month; Maturity schedule; Analysis 
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of undivided profits, showing details 
of deductions and additions; Operating 
statement of the bank building; Adver- 
tising expense breakdown; Trust de- 
partment expense in detail, fees col- 
lected, profit or loss; New real estate 
loans, itemized by name, appraisal, 
amount, monthly repayment on princi- 
pal, since the start of the department 
in 1935; Analysis of new accounts, 
large accounts opened and closed item- 
ized by name and amounts. Where 
there is a budget figure for an item, 
the budget figure is likewise shown on 
the sheet where it is most easily com- 
parable. Also, in each book is one 
double-size sheet with monthly col- 
umns for budget and each of the twelve 
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months, so that earnings and expenses 
may be studied for the year by months. 


"THE list of sheets given above is 
that made out each month for the 
directors’ books. These are new 
sheets each month, added at the front 
of the book. The old sheets remain 
in the back of the book. Therefore 
the director can, and occasionally does, 
turn back and check past performance 
with present. For example, he may 
recall an especially fine showing in, 
let us say, August 1935 in one account. 
He turns back to see how this month 
compares with that record-breaker, 
and thus has an extra landmark to 
guide his course as a director. 











Offhand, most bankers who hear of 
this system say, “It must be a terrible 
lot of work and expense to you.” 
Admittedly, it might look that way. 
But in actual practice, it is very little 
trouble or expense. One employee, a 
man, spends half a day a month getting 
up the figures. A typist spends some- 
thing less than a day typing up these 
figures in duplicating ink. Then the 
sheets which go into the directors’ 
books are run off on a hektograph 
duplicator in a few minutes. All told, 
we probably could not scrape up 
assorted expenses to make up $10 a 
month for these books. And certainly 
if it is worth paying directors their 
fees, it is worth paying an extra dollar 
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or so per director in order to equip 
them with the information which per- 
mits them really to direct. 

We cannot recommend this method 
to any managing officer who wants to 
keep his board of directors in the 
rubber-stamp frame of mind. The 
director who votes “Yes” without 
discussion is too often the director 
who does not know what it is all 
about. The director who is genuinely 
posted and who has a lot of back- 
ground, is likely to ask a few piercing 
questions. If I were to go to a board 
meeting without knowing all of the 
facts on the bank’s operations, I should 
be almost certain to be embarrassed 
by some perfectly legitimate question 
of one of the other directors. But 
if the managing officer genuinely 
wishes the aid and counsel of his 
fellow directors, if he wishes to let 
them share the sometimes oppressive 
responsibility of running the bank, 
then there is no method we know of 
comparable to supplying them the 
books of figures for their guidance. 

No matter how interested a director 
may be in the bank, his interest is 
almost sure to dwindle if he is not 
kept in possession of enough facts so 
that he can really direct. When he 
is kept fully informed and abreast, his 
interest becomes greater and more 
vital year after year. This is not 
theorizing. It worked that way in the 
bank where first I saw this system 
tried out. It works the same way in 
our institution. And perhaps a dozen 
other bankers who have borrowed the 
idea from us and adapted it to their 
needs tell us that it has turned out 
precisely so with them. 


E have no illusion that the plan 

as we use it is ideally fitted to the 
requirements of every bank. We 
know of one metropolitan bank, with 
nine-figure deposits, where the manage- 
ment has found it profitable to keep 
half a dozen men busy preparing and 
refining reports of this general sort 
which go to the directors between 
meetings as well as for use at board 
sessions. Some banks much smaller 
than our own have taken over our 
idea and have simplified it greatly, so 
that the cashier can pick out the 
reports one-fingered on his typewriter 
and use carbon copies for his directors. 
Something which is important with 
us may be unimportant to the next 
bank, something which we think so 
little of that the idea of a directors’ 
report on it has never entered our 
minds, may be of major significance 
elsewhere. The point is, of course, 
that the principle of the report is the 
real advantage. Just how the principle 
is best applied must be determined by 
the circumstances surrounding the 
bank which wants to get the use of it. 
But it can be easily (See page 26) 
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I], The second of a series of three 

articles reporting the observa- 
tions of the Federal Housing Ad- 
ministration on housing and 
mortgage lending. 


NQUESTIONABLY the long- 

term monthly-payment type of 

mortgage has supplanted the 
old-fashioned short-term lump-sum 
type in first place both in volume of 
dollars lent and of mortgages made. 
All of the indications are for a con- 
tinuance of this trend. Most new 
construction is on amortized mortgage 
financing, and a substantial share of 
previously existing lump-sum mort- 
gages are being refinanced into amor- 
tized mortgages. Mortgage men and 
bankers seem agreed that this trend 
is in the right direction. 

One major precaution, however, 
has been added to the lender’s formula 
in considering such a loan. Instead of 
being concerned with merely the 
immediate value of the house and lot — 
which was entirely safe on a 50 per 
cent loan for three or five years —he 
needs to consider such factors as 
marketability, and figure them not 
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Mopern Houses 
and Morteage Loans 


With home financing on a long-term basis, 
the lending institution in effect assumes a 
long-term interest in such basic factors 
as design, and construction, and equipment 


by 


ARTHUR VAN VLISSINGEN 


only for the present but for the full 
term of the mortgage. This means, 
in the term of a mortgage insurable 
with the Federal Housing Administra- 
tion, that the lender may need to 
consider whether his security will 
still be good for the unpaid balance 
of the mortgage at any period during 
the maximum twenty-year term —and 
1957 is a long way ahead! Likewise, 
it means that at the outset of the 
mortgage, he must be certain he can 
get out of the property in event of 
early default and foreclosure nearly 
80 per cent of its original valuation, 


Well-established mortgage and real estate departments study borrowers’ qualifications, check specifications, appraise properties. ‘These 
representative photos show only a small part of the space devoted to this work in the United Savings Bank, Detroit, at left, 


and The Detroit Bank, Detroit, at right 


plus his costs in foreclosure. And if, 
instead of carrying the risk himself, 
the lender elects to make the mortgage 
eligible for FHA insurance, he cannot 
relax his precautions. The FHA 
underwriters and appraisers and in- 
spectors are just as careful as is any 
banker, they have their rules set up 
by competent authorities, and they 
must live up to these rules. 

We therefore find the banker today 
concerned with, and directly influenc- 
ing, a great many factors of home 
building with which he previously felt 
no need to busy himself. If, for 
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example, a builder should elect to use 
a rather cheap grade of composition 
shingles which might fail and let the 
roof leak in six or seven years, under 
the five-year term of a lump-sum 
mortage this did not worry the banker 
in the least. If at the end of five years 
the house seemed to be in poor condi- 
tion, it was simple enough to refuse 
renewal and thus either get the money 
or the house. After all, a 50 per cent 
value loss would still let him out whole. 


BUT consider the plight of the 
banker careless enough to tolerate 
five-year shingles on a _ twenty-year 
80 per cent monthly-payment mort- 
gage. If the householder should be 
hard-up or heedless when the roof 
begins to leak, the bank or other 
investor would conceivably find itself 
presently owning a property needing 
not only a new roof but also a lot of 
plastering, decorations, and perhaps 
replacement of rotted structural mem- 
bers. The banker who makes a long- 
term mortgage is entirely aware of 
this added risk, and consequently 
wants to know in advance that the 
house will have the kind of a roof that 
will protect it long and faithfully. 
Likewise he wants to know that 
the house is properly flashed, that its 
joists and studdings are at proper 
intervals, that the cement mix in the 
foundation walls is rich enough not to 
crumble, and so on throughout. If 
it is built by one of the more modern 
techniques, of the prefabricated type, 
he must know that it is not only struc- 
turally sound but also not freakish in 
a fashion to interfere with its future 
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One section of the Real Estate Loan Department of the Security-First National Bank of Los Angeles, 


Los Angeles, California, handling FHA Loans 


salability. In a territory or a neighbor- 
hood where living standards of the type 
to be served by the house require air- 
conditioning, he must know whether 
the installation is of a recognized good 
type, lest eventually a poor system 
impair the security. He must know 
about a thousand and one features of 
structure, design, decoration, con- 
venience which previously he left to 
the good judgment, or bad, of the 
builder or borrower. 

A substantial proportion of all new- 
construction mortgages being made 
today, and a share of refinanced 
mortgages, is of the FHA insured 
class. The FHA influence in housing 
and mortgage lending seems steadily 
on the uptrend. Therefore, the FHA 
attitude toward 
building practices 
and building stand- 
ards is of major 
importance in any 
consideration of 
mortgage lending as 
done by banks and 
other financial in- 
stitutions. 

The dominant idea 
in the minds of most 
of the FHA people, 
from Stewart Mc- 
Donald, Federal 
Housing Adminis- 
trator,on through his 


An interesting home 
photograph from the 
files of the Federal Hous- 
ing Administration, 
Washington, D. C. The 
home is located at Hill- 
vale, 


Pennsylvania 








deputies and assistants and directors 
of divisions, is to draw regulations in 
such fashion that they will safeguard 
the FHA against loss on the mortgages 
which it insures, and to administer 
these regulations in a way to make sure 
of observance — while at the same time 
doing what they reasonably can to 
encourage new construction and to 
raise the standards of housing, espe- 
cially of the lower-income groups of 
population. Here and there within 


the administration are to be found 
individuals who see themselves as 
given a mandate to improve American 
living standards, who picture their 
function as evangelical crusading in 
of the downtrodden 
These crusaders are very 


the interests 
masses. 
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much a minority, a valuable minority 
in keeping everyone tuned up to a 
feeling of social responsibility rather 
than of humdrum red-tapish adminis- 
tration. They keep their more con- 
servative associates kindled with an 
enthusiasm rather greater than charac- 
terizes most government departments, 
alert and receptive to new ideas. At 
the same time, the conservative ma- 
jority operates the organization on a 
sound basis of ““We’re here to insure 
mortgages and not lose money in the 
process.” 

Typical of the approach to better 
housing as a means of obtaining better 
security on mortgage loans, is the 
attention paid to land use. When a 
real estate developer applies for ad- 
vance commitments to insure mort- 
gages—and he is likely to do just 
this because most if not all of his 
building loans will probably be FHA- 
insured if his development is to be a 
financial success, since most mortgage 
money now available is for FHA loans 
—the plan is checked over for con- 
formance to modern good practice, 
the site is inspected, changes may be 
suggested. More often than not, 
these changes are of a sort which not 
only improve the security in the 
mortgages placed on these properties 
but also increase the desirability of 
the individual building lots and per- 
mit the developer to profit through 
more economical use of his land and 
through planning which reduces the 
necessity for general improvements. 
For example, an old-fashioned sub- 
division with all streets laid out at 
right angles and all connecting with 


main streets or boulevards for through 
traffic, is likely to be radically revised 
before everybody is satisfied. Modern 
experience indicates the desirability 
of having comparatively few streets of 
a residential district connected for use 
of through traffic. The most desirable 
residence sites are on short streets, 
dead-end streets, where traffic noises 
and perils are at a minimum. Lay 
out a development with a maximum 
of such streets. Then you not only 
have properties which make better 
mortgage security but also you have 
the necessity of heavy-duty pavement 
only on the through streets. Similarly, 
on many of the subsidiary streets 
there is no need for sidewalks; or side- 
walks on one side of the street suffice 
for all. Less of the total land area is 
used for street purposes, leaving either 
more land for sale as lots or else per- 
mitting the dedication of sizable park 
areas at no added cost to the developer, 
and with major advantages to his sales 
story. 


FHA experience indicates the im- 

portance of community or neighbor- 
hood planning as distinct from highly 
individualized planning. For example, 
consider a subdivision of pre-depression 
vintage, where there are perhaps three 
or four houses in an area laid out for 
three or four hundred. Such a develop- 
ment is likely to be a dangerous 
mortgage risk, since the houses are 
not likely to add to the value of one 
another, the architecture is likely to 
be too diverse to be pleasing, the older 
houses may undergo serious depreci- 
ation before the development is ade- 
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An interesting scene in the Citizens Commercial and Savings Bank of Flint, Michigan, 
showing Assistant Cashier Elliot executing the bank’s 583rd FHA insured mortgage 











quately built up, hence may pull 
down values for the entire district. 
As a usual policy, FHA looks with no 
great favor upon an application to 
insure a mortgage on a single new 
house to be erected in such a sub- 
division. If, on the other hand, the 
subdivision is laid out along com- 
mercially practical lines and if all or 
most of the lots come under the 
control of a competent developer 
financially able and willing to go 
ahead with a broad development and 
building program, the FHA is likely 
to signify its willingness to insure 
mortgages on any houses in this 
development so long as the houses 
conform to its insurance requirements. 

Minimum construction standards 
have been adopted for various parts 
of the United States, in accordance 
with local requirements. For example, 
houses in the Deep South require no 
such precautions against frost or cold 
weather as do houses farther north. 
Similarly, a good adobe house which 
meets every need of an unshaded lot 
in the hot, dry Southwest might be 
clammily damp in the North or un- 
bearably humid in Mississippi. These 


. are perhaps extreme examples, but 


they make the point clear. The mini- 
mum construction standards have 
placed greater emphasis —both in the 
builder’s and in the lender’s minds — 
upon structural soundness and proper 
planning of housing facilities. Larger 
lending institutions have frequently 
had standards of their own. Many of 
these are now supplementing their 
own standards with those of the FHA. 

Likewise it is necessary on a new 
construction mortgage to obtain the 
approval of the FHA upon the plans 
in advance. Such an inspection fre- 
quently brings suggestions which elimi- 
nate serious weaknesses, either in com- 
fort or durability. For example, cross- 
ventilation is always desirable. Too 
often it is overlooked in planning by 
less skillful designers. When an over- 
sight of this type, or a bit of planning 
which wastes space, is observed, it is 
called to the attention of the applicant 
for approval, and thus is ordinarily 
remedied. Only where the lack is so 
serious as to affect the soundness of 
the loan is such a change made a 
requisite to approval for insurance. 
Lenders are, of course, becoming in- 
creasingly aware of such points, and 
are having increasingly more to say 
about the planning of a house. It is 
not exceptional that a _ large-scale 
lender, such as a metropolitan bank, 
exercises such close and intelligent 
scrutiny of physical plans as well as 
of credit that it may submit a large 
number of applications over a period 
of months without meeting a single 
rejection or postponement. The banker 
finds this lending procedure, more profit- 
able and efficient, and (See page 28) 





— FF I Se RS ae SS h6hUlCUWY 





October, 1937—THE 





BURROUGHS CLEARING HOUSE 





’ melt &. RETRO Ree: $ 
" ; pat 


Banking LEGIsLaTIoNn 


In the new laws enacted ...as well as in bills introduced 
and others pending . . . are many points of interest to banks 


by HENRY D. RALPH, Washington Correspondent 


HILE none of the laws enacted by the past Congress 

W were strictly banking or monetary measures, many 

of them do affect finance and credit. Also, during 

the past session, a considerable number of important bank- 

ing measures were introduced. These retain their status 

during the recess of Congress, and are very likely to be 

pushed at the next session. Some of them may become law. 

As yet, there are no indications that the administration 

is planning to propose any new banking legislation for the 
coming session. 


Banking Measures 


Of the banking bills introduced, several received con- 
siderable attention. 

Among these was the monetary authority plan of Senator 
Elmer Thomas of Oklahoma. This has been before Con- 
gress in one form or another for several years. This pro- 
posal would change the Federal Reserve Board into a 
monetary authority with power to vary the gold content of 
the dollar to compensate for variations in the commodity 
price level, and to stabilize the dollar with foreign currency. 
Senator Thomas insists that this is not an inflationary 


measure but would prevent both inflation and deflation by 
keeping the purchasing power of the dollar on a stable level. 
This bill was not referred to the Senate committee on bank- 
ing and currency but to the Senate committee on agricul- 
ture, where a sub-committee headed by Senator Thomas 
held hearings which failed to attract much public attention 
but which did interest many agricultural groups. Senator 
Thomas has announced that he will revise his bill during the 
recess and says that in its new form it will receive the sup- 
port of most farm organization leaders. He expects to offer 
it as Title II of the new farm production control bill which 
will be the first matter of business before Congress at the 
next session, and if this is done the bill may stand a fair 
chance of enactment. 

Senator Thomas also has a bill which would require the 
Treasury to issue currency against gold held as a result of 
the Treasury’s gold buying policy. In effect this would 
terminate the gold sterilization plan and increase the excess 
reserves of member banks of the Federal Reserve System. 

Another bill of revolutionary nature is the inter-bank 
currency plan of Representative T. Alan Goldsborough of 
Maryland which was given brief hearings by the House 
committee on banking and currency, and which its author 
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plans to push at the next session. Under this plan retailers 
would sell goods at a discount, initially 15 per cent below 
the retail price, and would be reimbursed for this discount 
by deposits credited to them by their banks. The banks 
would be reimbursed by the Federal Treasury through an 
elaborate system of inter-bank currency. This would 
stimulate trade and production, which thereafter would be 
controlled by a Federal Credit Commission which would 
have power to vary or discontinue the discount as might be 
necessary to keep production and consumption on an even 
level. 

No action was taken during the session on two bills of 
Senator William G. McAdoo of California, one to prohibit 
holding company control of Federal Reserve member banks 
and the other to permit branch banking by Federal Reserve 
member banks throughout a single Federal Reserve district. 
The latter bill created a great deal of opposition from 
opponents of branch or chain banking. 

Representative Wright Patman of Texas proposed two 
measures which attracted considerable attention. One of 
these would prohibit interstate ownership of chain stores or 
chain banks, and may be pushed as a means of offsetting 
support for the McAdoo branch banking bill. The other 
Patman bill provides for purchase by the government of the 
stock in the Federal Reserve Banks now held by member 
banks and would permit new banks to join the reserve 
system without the purchase of any stock. More than 150 
members of Congress have endorsed this bill and Repre- 
sentative Patman declares he will press for its passage at 
the next session. Chairman Marriner S. Eccles of the 
board of governors of the Federal Reserve System, when 
questioned by Representative Patman about this proposal, 
declared that ownership of the stock is of small importance 
because banks now have virtually no control over the opera- 
tion of the system, but he warned against the possibility of 
political control of the reserve system which might follow 
such a change in stock ownership. 

One bill which was reported out by the House banking 
committee but is still on the House calendar would amend 
Section 12(b) of the Federal Reserve Act to provide a 
uniform rule of subrogation to be applied by the Federal 
Deposit Insurance Corporation with respect to stockholders’ 
double liability. Double liability has been eliminated in 
approximately 80 per cent of all insured banks, and this bill 
would in effect waive the double liability against stock- 
holders where it still exists in the case of a closed bank taken 
over by the FDIC. 

Another bill on which the House committee held hear- 
ings but did not report would reimburse the reserve banks 
for amounts spent in printing gold notes subsequently 
taken out of circulation. 

Several bills were introduced to change the method of 
assessing bank deposits for premiums for the Federal De- 
posit Insurance Corporation by exempting funds deposited 
for the account of another insured bank, but such proposals 
are opposed by the FDIC and were not given consideration 
by the banking committees of either House or Senate. 

Several proposals also were made to induce banks to lend 
money more freely for business purposes, and a number of 
attacks were made on the administration’s gold and silver 
purchase program, but none of these measures attracted 
more than passing attention. 


Interest on Public Funds 


One bill which was reported out by the House com- 
mittee on banking and currency but which failed of enact- 
ment would have extended for two years permission for 
banks insured in the FDIC to pay interest on demand de- 
posits of states, cities, school districts, and other public 
bodies. 

The adjournment of Congress without passing such 
legislation meant that on August 23 it became illegal for any 
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insured bank to continue to pay interest on any type of 
demand deposit. However, there are 11 states whose laws 
require banks to pay interest on demand deposits of public 
funds, and this created a dilemma for public officials and 
banks in those states. Further extension of the period 
during which interest might be paid was opposed by the 
American Bankers Association and by Federal supervisory 
officials on the ground that it is against sound banking 
practice for any bank to pay interest on demand deposits 
and because states have had two years since the passage of 
the 1935 Banking Act in which to repeal state laws requiring 
the payment of interest on public funds and a large number 
of states have already done so. 

Banks which continue to pay interest on public funds 
may find themselves facing the termination of Federal 
deposit insurance. 


Wage and Hour Regulation 


Considerable doubt exists as to whether or not banks 
will be subject to the regulations governing wages and hours 
of employees contemplated by the Black-Connery bill which 
failed of enactment during the past session of Congress. 

The bill is intended to apply mainly to the production 
of commodities for sale in interstate commerce, and while 
local retail selling is exempt the language of the bill might 
be construed either to include or exclude banks. The bill 
has passed the Senate and has been reported by the House 
committee on labor. Unless it is further revised its applica- 
tion to banks would have to be determined by the Labor 
Standards Board which the bill would create. This Board 
would have power to fix minimum wages and maximum 
working hours for any industry or occupation with the pro- 
vision that it may not set wages above 40 cents per hour or 
working hours shorter than 40 per week. Presumably 
the Board would give its first attention to the large manu- 
facturing industries and to occupations where long hours 
and low wages are notorious, and in any case banks would 
not be affected until the Board got around to considering 
their working conditions. 

The bill makes no provision for trade practices, so there 
is no possibility of reviving the NRA banking code, al- 
though there is a strong probability that the administration 
may recommend supplementary legislation permitting the 
Federal Trade Commission or some other government 
agency to approve and supervise codes of fair trade prac- 
tices submitted by industries. 


Merger of Banking Agencies 


Consolidation of the Federal agencies regulating bank- 
ing is an important aspect of the general subject of reor- 
ganization of government departments which was discussed 
at some length during the last session of Congress and 
which undoubtedly will be a major issue next session. 

While there is a rather general agreement that economy 
and efficiency might be promoted through a general reor- 
ganization of the government, there are two schools of 
thought in Congress as to how this should be accomplished. 
President Roosevelt has proposed a plan which would 
virtually give him complete authority to re-shuffle all 
government agencies and to reallocate powers from time to 
lime as he sees fit. On the other hand, a Senate committee 
on the executive agencies of the government favors a series 
of acts specifically effecting definite consolidations and 
mergers without leaving any discretion to the President. 
The ultimate result probably will be a compromise between 
these two views under which the President would submit 
reorganization plans to Congress which would become valid 
if Congress did not set them aside by special action within a 
limited time. 

There is no indication what President Roosevelt or his 
udvisors may have in mind regarding consolidation of the 
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Reconstruction Finance Corporation. Lending powers of 
the Reconstruction Finance Corporation and its subsidiaries, 
Commodity Credit Corporation, Electric Home and Farm 
Authority, Export-Import Bank of Washington, and RFC 
Mortgage Company, continued to June 30, 1939. 


Federal Surplus Commodities Corporation. Life extended 
to June 30, 1939. Secretary of Agriculture authorized to 
transfer to the Federal Surplus Commodities Corporation 
certain funds from customs receipts to be used for purchas- 
ing and processing agricultural products for donations for 
relief purposes. 

Disaster Loan Corporation. Corporation created as RFC 
subsidiary with $20,000,000 capital and broad authority 
to make loans for rehabilitation following floods and other 
catastrophes occurring in the calendar year 1937. 


Dollar Valuation. Authority of the President extended to 
June 30, 1939, to alter the gold content of the dollar within 
limits established by the Gold Reserve Act of 1934. 


Stabilization Fund. Authority for the Treasury to maintain 
and operate the $2,000,000,000 gold stabilization fund in 
its discretion continued to June 30, 1939. 


Federal Reserve Notes. Authority for the Board of Governors 
of the Federal Reserve System to permit Reserve banks to 
issue notes against direct obligations of the United States 
extended to June 30, 1939. 


Farm Credit Administration. A series of amendments 
adopted to farm financing laws administered by the Farm 
Credit Administration making technical changes and provid- 
ing for co-ordination in administration in regional offices. 








New Laws of Interest to Banks 


Farm Mortgage Rates of Interest. Subsidized interest rate 
of 3% per cent on Federal Land Bank loans continued to 
July 1, 1938, with rate of 4 per cent for the following year. 
Interest rate on land bank commissioner loans cut to 4 per 
cent. Passed over President’s veto. 


Farm Tenant Act. Farmers Home Corporation created to 
make low-interest-rate loans to enable farm tenants and 
laborers to purchase and operate their own farms. 


Slum Housing Act. United States Housing Authority created 
to make loans, grants, and subsidies to municipal housing 
agencies to clear slums and erect low-rental dwellings for 
persons of limited income. 


Neutrality Act. Temporary neutrality law revived and 
extended including prohibitions on the financing of com- 
mercial credits on war loans in the United States by belliger- 


ents except ordinary commercial, peace-time short-term 
credit. 


Municipality Bankruptcy Act. An act permitting until 
June 30, 1940, local taxing districts to effect compositions 
with creditors through voluntary bankruptcy proceedings. 


Bank Robbery Statute. The act which makes robbery of a 
Federal Reserve Member Bank a Federal offense amended 
to include the crimes of burglary and larceny. 


National Housing Act. Government guarantee of debentures 
issued by the Federal Housing Administration on foreclosure 
of insured mortgages extended to June 30, 1939. 














agencies supervising banking. Among the Brookings pro- 
posals was one for abolishing the office of comptroller of the 
currency and placing all bank supervisory matters in the 
hands of the Federal Reserve Board and the Federal Deposit 
Insurance Corporation. The Brookings plan also includes 
a proposal for a new Federal agency to take over the powers 
and duties of the Federal Housing Administration, the 
Home Owners Loan Corporation, and the Federal Home 
Loan Bank Board, and also suggests changes in the set-up 
of the Farm Credit Administration. The Brookings report 
discusses in considerable detail the present overlapping 
activities of the three bank supervisory agencies and con- 
cludes that most of the powers of the comptroller’s office 
should be transferred to the FDIC, with that agency mak- 
ing all examinations and reports except that the Reserve 
Board might make additional examinations for special in- 
formation where it is desired. The FDIC would become 
the receiver for all national banks now in receivership, 
would purchase the preferred stock of banks now held by 
the Reconstruction Finance Corporation, and would share 
with the Reserve Board the power to charter new banks 
and permit the establishment of branches. 

The Brookings recommendations may not be specifi- 
cally approved by Congress, but they stand as a basis for all 
further discussion of the subject and they may be accepted 
in whole or in part by the President if and when Congress 
gives him the power to rearrange the government’s now 
complicated machinery. 


Social Security Act 


Changes in the Social Security Act are scheduled for con- 
sideration during the next session of Congress. 

A recommendation that all banks and employees be 
brought under the provisions of the act is included in a 
number of relatively minor amendments which the Social 
Security Board has already proposed, but which have not 
yet been officially laid before committees of Congress. 
Officials of the Social Security Board have stated on various 


occasions that there is no reason why employees of all banks 
should not be subject to the old-age pension taxes and share 
in the old-age benefits the same as the rest of the nation’s 
industrial and commercial employees. They also see no 
reason for the present discrimination between reserve mem- 
ber and non-member state banks. A number of state 
officials have ruled that state chartered banks which are 
members of the Federal Reserve System are not instru- 
mentalities of the Federal Government to the exient of 
exempting them from state unemployment taxes, even 
though the central government does not tax such banks for 
the old-age reserve account. 

In addition to this and several other more or less tech- 
nical amendments to the Social Security Act, Congress may 
take under consideration a complete revision of the old-age 
reserve account, which under the present law is scheduled 
to grow to a total of approximately $49,000,000,000. Since 
this fund is to be invested in government obligations bearing 
interest at 3 per cent, in a few years it would absorb all out- 
standing government bonds and notes now held by banks 
and other investors and would thus vitally affect both 
government financing operations and commercial banking 
conditions. The fund will not grow rapidly for several 
years, so officials see no need for haste in making changes, 
but the sentiment in Congress appears to be in favor of 
amendments to stop the growth of the reserve fund before 
it reaches unwieldy proportions and thereafter to finance 
old-age benefit payments out of current receipts from the 
social security taxes, more or less on a “pay as we go”’ basis. 


Corporate Control Bills 


A group of bills sponsored by the Securities and Ex- 
change Commission relating to the control of corporations 
by trust companies and the reorganization of corporations 
in receivership were advanced by committees of Congress 
during the past session, but final enactment was put over 
until next yeer. ..., . 


Of this: Stdup : ane orte! of greatest rjterest : *($ee p page 32) 


ee 
o) °, ) oe Ps ee 
ee ee seus vee e A ee ° 
- 
eo 
© © eee eee 
« 
° ee e 
ar e 
ee ee°0 ° 


eeoe 
2 


ee 
o%e 
%ee 

ecee 


° 








18 








THE BURROUGHS CLEARING HOUSE—October, 1937 


Crepit for Buyers 


of Farm MacuHINERY 


HAT the country bank needs 
W immediately and urgently is 

more good loans. It is obvious 
to all of us who are faced with the 
task of making a fair return to our 
stockholders. All manner of influences 
are at work reducing our available 
supply of good loans, influences rang- 
ing from the spread of chain stores 
to the sway of hand-to-mouth buying 
and rapid transportation making large 
stocks wasteful. 

In the long run, as we have all said 
so often that we hardly think of the 
precise meaning of the words, the 
prosperity of a bank depends upon 
the prosperity of its community. The 
usual country bank’s community is 
principally composed of farmers and 



































by 


HAROLD G. BROWN 


Vice-president and Cashier, Shenandoah Valley National Bank, 
Winchester, Virginia 


New factors warranting consideration are 
the increasing use of farm machinery and 
the fostering of bank financing of local 
farmers by the implement companies, says 


the farmer-banker author of this article 


local merchants. If they prosper, 
then a well-managed bank in the 
community is likewise sure to do well. 
My excuse for prefacing this article 
with these truisms of small-city bank- 
ing is that they are considerations 
which we in our bank try constantly 
to keep before us. The two sets of 
ideas tie together very nicely. Find 
a way to make more good local loans 
which will enhance the profits of local 
farmers and business people, immedi- 
ately you start a cycle which not only 
brings the bank more immediate yield 
on its funds but also increases the 
wealth of the community and thus 
improves the long-term prospects of 
the bank. 
Ours is a good country for farming, 





with especial emphasis on apples. 
Virginia and New York State run 
neck and neck in pursuit of the Pacific 
Northwest in apple production, and 
Winchester is the apple capital of 
Virginia. Therefore we stand in an 
apple center, and anything we can do 
to improve apple orchardists’ profits 
is to our own benefit. At the same 
time, anything we can do to diversify 
local agriculture away from too implicit 
dependence upon the apple crop is for 
the good of the community. 

Until about a year ago, we had 
somehow never connected this basic 
policy with the more specific idea of 
helping the farmers, local merchants, 
and our own profits by making loans 
for the purchase of farm machinery. 












We had on occasion made an ordinary 
commercial loan to an implement 
dealer, or a straight loan to a farmer 
of good credit, for the purpose of 
paying cash for a sizable implement 
purchase. But we had not seen it asa 
specific, promising field for profitable 
loans which would help build up the 
community. 

Then one of the farm machinery 
dealers of our city came in to talk it 
over. He was spurred on by the 
maker of his principal line of equip- 
ment. The manufacturer, well financed 
though he is, prefers to have his 
dealers work out with their local 
banks a method of handling local sales 
in a way which may be self-contained 
and not dependent upon the factory. 
To this end, the manufacturer keeps 
his dealers supplied with specific 
suggestions of just how it should be 
done, and keeps urging the dealers 
to make the arrangements. 

We went into it rather tentatively, 
since we wished to know whether in 
day-by-day banking it looked like the 
prospectus. After we had made a 
few of these farm machinery loans, 
we found that it worked out just about 
as we had been told. Some of the 
proposed loans fell a little short of 
the ideal, and in order to make these 
we found it wise to require some addi- 
tional safeguards. But the bulk of 
the loans we have made are along the 
lines recommended by the machinery 
maker. 

The manufacturer’s plan provides 
that the dealer talk over with his 
local banker any prospect before 
negotiations proceed very far toward 
the ‘finished deal. The dealer thus 
has the benefit of the banker as his 
own credit man, he knows which of 
his prospects the banker is willing to 
lend to without security or endorse- 
ment other than the prospect ’s wife, 
and upon these good credit risks the 
dealer concentrates his sales efforts. 
In effect, the dealer confines his serious 
sales effort to the good credit farmers 
of the territory, and the banker enters 
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The author, who discusses farm equipment financing as part of a program of crop diversi- 
fication and income development, is shown checking the financial statement of one of 
the bank’s successful farmer-customers 


into implied commitments to make to 
these prosperous farmers any loans 
needed to permit his dealer-customer 
to cash in the sale instead of concerning 
himself with time paper. 


[¢ turned out from the start that 

this would in general be quite satis- 
factory. So, since we have on our 
books several dealers in farm equip- 
ment, we extended the idea to these 
other customers. We told them, in 
brief, “If you will come in and get our 
o.k. on a deal before you close it, we 
will handle the farmer’s loan direct 
with him instead of getting you into 
it at all. And in those deals where 
circumstances are not favorable enough 
to permit our doing it this way, we 
will agree in advance just how we 
will handle it if the loan can be 


arranged satisfactorily. Frankly, we 
want good loans, and we are willing 
to go all the way we can to meet you 
when you come in with such a loan.” 

One of the earlier deals did not 
happen in quite this way. The farmer 
was a customer of another competitor 
bank; he had such close relations with 
it that he assured the machinery dealer 
he would finance his new tractor at 
that bank. But when he tried it, it 
did not turn out so well. The other 
banker told him, “Look here, Joe, 
you don’t want to take on that addi- 
tional land and the cost of a new 
tractor. You’re biting off more than 


you can chew. We wouldn’t be good 
friends of yours if we helped you get 
into something that is too big for 
you to swing.” 

Joe went to the tractor dealer, and 
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the dealer brought him to see us. He 
introduced the customer, told us 
briefly what was up, and asked us to 
make the loan. The farmer was more 
voluble. He was, in fact, mad clear 
through. He had been farming in our 
county for years, he had always 
succeeded, his record and credit were 
clear, and now a banker who had had 
no practical farming experience was 
trying to tell him how to farm! 

We took his financial statement then 
and there, and discussed his plans. 
He and I made an appointment to 
meet at his farm later in the day to 
go over the whole plan from the 
practical farming standpoint. I told 
him that my father, even though he 
lived in town and practiced medicine, 
had bought a farm and put my 
brothers and me on it to work from 
the time we were boys because, as he 
said, he wanted us to have the experi- 
ence and training to be obtained on 
a farm. It was soothing to the 
applicant to know he was dealing 
with somebody who had worked on a 
farm and knew the problems. 

After looking over the situation 
close at hand that afternoon and after 
having talked to a neighboring success- 
ful farmer in whom we had great 
confidence concerning our prospect, 
we agreed to make the loan. One look 
around the place was enough to show 
that here was a farmer who always 
oiled the manure fork before he put it 
away, who practiced all of the little 
habits which are the mark of a good 
husbandman. His plan for expanding 
his operations looked not only safe but 
downright promising of good profits. 
We could not find a flaw in his planning. 
He had grown sons whose help on the 
farm he was using to advantage. He 
has met every payment as agreed, 
and we are hoping he will presently 
find another opportunity to buy a 
big machine and finance it through 
our bank. This loan varied from the 
conventional design only in not being 
discussed with us and approved in 
advance of the sale. 
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The first-grade loans are made thus 
direct from the bank to the farmer, 
with nobody else but the farmer 
responsible for payment. Where some 
factor enters to make the loan just a 
little less desirable, we make the loan 
on the agreement of the dealer to 
endorse. Our purpose is quite as 
much to avoid trouble as to avoid loss. 
With the dealer on the_ paper, if the 
loan is not paid by closing time on the 
due date we telephone him and say, 
““You’re the endorser on Jim Smith’s 
note for $800. He missed paying us 
the $70 that was due today, and we 
thought maybe you'd like to get after 
him. You’ll likely be driving out that 
way tomorrow or next day, won’t 
you?”” When the dealer makes it his 
business to call at Smith’s farm, Smith 
feels a more personal interest in keep- 
ing his friend the dealer out of trouble 
than he might feel about owing a 
past-due note to a bank. And Smith 
is kept prodded gently but frequently 
by the endorser until he pays up. 


HERE are other notes which we ask 

the dealer to take and to discount 
with us. (When I say “discount,” 
I do not mean that we shave the notes, 
rather we deduct the discount in the 
same manner and amount as if we 
were making the loan to the pur- 
chaser.) Our city is in Virginia, but 
its trading radius gets over into West 
Virginia, Maryland, even into Pennsyl- 
vania. On out-of-state monthly pay- 
ment loans, we had a little rather do 
our direct business with a Virginia 
borrower and avoid the complexities 
of repossessions inter-state. There are 
other deals, where the merchant is 
sure of the farmer’s credit and we are 
not, where we say, “All right, you 
make the sale and we'll buy the paper 
from you with recourse or take it as 
collateral on your note. But we don’t 
want to make that loan direct.” 

If there seems to be in this descrip- 
tion of our methods a considerable 
emphasis on precautions, it should be 
explained promptly that these pre- 
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cautions are taken to preclude any 
possibility of loss, rather than because 
of any unfavorable experiences. As a 
matter of record, we have had nothing 
that even looks as if it might turn into 
a loss. Not every installment pay- 
ment has been received on the due 
date, but none has been more than a 
few days late. Most of them have 
been paid right on the nail. The per- 
centage of farm equipment purchasers 
who cannot quite meet their obliga- 
tions on time seems to be no greater 
than the percentage in any other group 
of borrowers represented in our note 
case. 

We have not attempted to wring 
any large rate of profit out of these 
loans. Our policy is to make only 
good loans, consequently we see neither 
any necessity nor any justification for 
trying to work a loan around to give 
us a high rate. It might be a fair 
statement that in general we make no 
farm machinery loan which we would 
not be willing to make as just an 
unsecured barnyard loan, and that 
therefore the added security in the 
lien on the machine makes it properly 
a low-rate loan. On the other side of 
the picture, of course, is the fact that 
we have to make a dozen book entries 
for each of these notes. Still, how 
many of a bank’s lump-sum loans get 
paid off in full without a renewal? 

In our bank, the farm equipment 
loans are comfortably handled in our 
discount cage without any added 
expense. We have two men at that 
window anyhow, and they have ab- 
sorbed these new loans in their stride. 
The loans have so far been handled 
without any special forms; we are 
using our standard forms and making 
interlinear alterations where needed. 
Many of the loans —those taken direct 
by the dealer—come in on forms 
standard with the various equipment 
manufacturers. If the volume of this 
business continues to increase, we 
shall no doubt find it easier to have a 
few forms printed up to accommodate it. 

The average loan that (See page 30) 
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Court Decisions... 


Circumstances under which a bank might be responsible for invest- 
ments recommended... An instructive ruling on “no consideration” 


and “delay in presentment of checks”... Rights under equity principles 


Recommending Investments 


When a responsible officer of a bank 
recommends to a client of the bank 
an investment that turns out badly, 
is the bank liable for the loss incurred 
by the client? 

The assistant cashier of a Kentucky 
bank advised a woman depositor to 
buy certain real estate mortgage bonds. 
She acted on his recommendation and 
bought $12,000 worth of the bonds at 
par. Later these bonds declined to 
$1,500 and in her suit against the 
bank she claimed that they were only 
worth $1,500 when she bought them 
at par on the assistant cashier’s 
recommendation. The court found, 
however, that the bonds had a market 
value of approximately par for eighteen 
months after she had purchased them. 

Discussing the question of the 
bank’s liability for the assistant 
cashier’s advice and recommendations, 
the court said: 

“The representations which she says 
he made to her were outside the scope 
of his authority as an assistant cashier 
of the bank. His sole duty was to 
handle new accounts and it was shown 
that he was not authorized to advise 


by 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


customers of the bank with respect to 
investments. A cashier of a bank 
possesses certain powers which are 
inherent in the position, and any act 
done by him on behalf of the bank in 
fulfillment of these inherent powers 
and duties binds the bank. Recom- 
mending investments in which the 
bank has no interest is not a function, 
however, which is inherent in the 
position of cashier. 

‘“*The bank was not interested in the 
sale of these bonds, and received no 
benefit from their sale, directly or 
indirectly. The assistant cashier re- 
ceived a secret commission of $150 
from the salesman representing the 
mortgage bond company, who received 
credit for the sale.” 

While the bank in this case had no 
liability, it may be inferred from the 
court’s comment that where a bank 


advises a customer to buy securities 
which the bank itself owns or out of 
whose sale the bank derives a benefit, 
the bank might be held liable for 
losses incurred by a customer buying 
the securities pursuant to the bank’s 
recommendation. (Armstrong vs. 
Citizens Union National Bank, 106 
Southwestern Reporter, Second Series, 
630.) 


‘“No Consideration’’ 


In two recent cases — one in Missouri 
and one in Texas—payment of notes 
and checks has been resisted on the 
ground that the instruments were 
given “‘without consideration.”’ The 
defense of “‘no consideration” is of 
course not available as against a holder 
in due course of a negotiable instru- 
ment, but as between maker and 
payee, or other immediate parties, it 
is a valid defense. Thus makers of 
notes to banks as payees frequently 
set up the defense of “no considera- 
tion’? when sued by the payee banks. 

“The suit is on a promissory note,” 
says the Texas court. “The note 
imports a valid consideration, and the 
burden is upon the maker to prove a 
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lack of consideration.”” The Missouri 
court agrees, holding that the same 
rule applies to checks: 

“The checks sued upon must be 
deemed prima facie to have been 
issued for a valuable consideration. 
Failure or want of consideration for the 
check would be an affirmative defense 
with the burden of proof upon the 
drawer, the party who would assert it.” 

In the Missouri case there was pre- 
sented also another point of great 
interest to banks; delay in present- 
ment of checks. Is the drawer of a 
check discharged of liability on the 
check if it be not promptly presented? 
This question sometimes worries a 
collecting bank where there has been 
some delay in routing a check through 
“channels.” 

**A check must be presented for 
payment within a reasonable time after 
its issue,” explains the Missouri court. 
“The drawer, where the check has 
not been presented within a reason- 
able time, will be discharged from 
liability thereon only to the extent of 
the loss which he may suffer by 
reason of the delay in presentment.” 

Which emphasizes the importance 
of prompt presentment! Delay gives 
the drawer a possible opening to 
claim loss—and discharge of liability 
on the check to the extent of that loss. 
Thus the payee may be unable to 
collect on the check, either wholly or 
in part. And the payee will be swift 
to sue the collecting bank for “‘negli- 
gent delay.” (Cahn vs. Miller, 106 
Southwestern Reporter, Second Series, 
495; and Bunton vs. Tyler, 106 South- 
western Reporter, Second Series, 725.) 


Donations as Expense 


Are contributions made by a bank 
to a so-called community chest or 
similar civic organizations “ordinary 
and necessary business expenses?” 
Since such contributions are virtually 
“must” expenditures for most banks 
in the communities in which the banks 
are located, it would seem that they 
are to all practical intents and pur- 
poses “‘necessary”’ business expenses. 

At least that is what a southern 
bank thought and it deducted such 
payments as necessary business ex- 
penses for income tax purposes. The 
Commissioner of Internal Revenue 
declined to allow the deductions, and 
the matter finally came before the 
United States Circuit Court of Appeals 
for the Fifth Circuit for adjudication. 

The bank pointed out that such 
donations are a_ practical business 
necessity in order that the bank may 
retain community good will. The 
court, however, agreed with the Com- 
missioner of Internal Revenue and 
was unwilling to concede that such 
donations by the bank were ordinary 
and necessary business expenses in 





the sense that they were made “in 
consideration of a _ benefit flowing 
directly to the donor bank as an 
incident to its business.” While it 
may have been good business for the 
bank to make such contributions, the 
court ruled, they are not necessary 
and ordinary business expenses for 
income tax deduction purposes. (Mer- 
chants National Bank vs. Commis- 
sioner of Internal Revenue, 90 Federal 
Reporter, Second Series, 223.) 


Signing Reports 


When officers and directors of a bank 
sign an official report or financial 
statement for a state banking com- 
missioner or other authority, is such 








Rights Under Equity 


A bank may acquire very impor- 
tant and valuable rights under 
principles of equity as distin- 
guished from law, as a recent 
Kentucky decision points out. 

There, a widow and some of her 
adult children borrowed fifteen 
hundred dollars which they used 
to pay off certain debts owing by 
the estate of the deceased husband 
and father. By this transaction, 
the court decided, they acquired 
an ‘‘equitable lien’’ on the assets 
of the estate. This ‘equitable 
lien’’ in favor of those who paid 
the debts of the estate was declared 
by the court ‘‘out of general con- 
sideration of right or justice as 
applied to the relations of the 
parties and the circumstances of 
their dealings in a particular case.”’ 

Taking the situation a_ step 
further, the court found that since 
a bank had furnished the money 
with which the debts were paid, 
the bank was ‘‘subrogated’”’ to the 
rights against the estate acquired 
by those who had paid off the 
estate debts with money borrowed 
from the bank. In other words, 
by virtue of subrogation, the bank 
could enforce against the assets of 
the estate the so-called ‘‘equitable 
lien’’—at least to the extent that 
estate debts had been paid off with 
money furnished by the bank. 

“The principle of subrogation,”’ 
explained the Kentucky court, ‘‘is 
said to be one of equity, to pro- 
mote justice. Wherea person fur- 
nishes money to pay the debt of 
another, if it is equitable that he 
should be substituted for the 
creditor, it will be done.”’ 

The enormous practical impor- 
tance of this principle of equity to 
banks in many loan transactions, 
is obvious. In the case recited, the 
bank’s borrowers, by paying the 
estate debts, acquired an equitable 
lien against the estate equivalent 
to the rights of the creditors whose 
claims they had paid; and the 
bank, since it had advanced the 
money for the purpose, was in 
turn entitled to the rights which 
its borrowers had thus acquired. 
(Owensboro Banking Co. vs. Lewis, 
106 Southwestern Reporter, Second 
Series, 1,000.) 
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signing a mere formality? To what 
extent will the officers and directors 
be held responsible for the truth, 
accuracy, market values and other 
data embodied in a report or statement 
signed by them? If the facts and 
figures appearing in the report have 
been compiled by an accountant or 
other employee, will the law neverthe- 
less hold the officers and directors 
responsible for inaccuracies? 

In New Jersey, recently, the presi- 
dent and vice-president of a bank 
who signed a “false” statement of 
the bank’s condition were convicted 
criminally. Their conviction was 
brought about under a statute making 
it a criminal offense “knowingly and 
willfully to subscribe or exhibit any 
false paper with intent to deceive any 
person authorized to examine” the 
bank’s condition. 

In response to a call by the commis- 
sioner of banking, the bank submitted 
a report of its condition. The report 
greatly exaggerated the market values 
of the bank’s assets, and this report 
was signed by the president and vice- 
president. When prosecuted, the 
officers defended on the ground that 
the market values had been compiled 
and supplied by someone else and 
that they had signed the report in 
reliance on his figures. In fact, they 
did not examine the report as pre- 
pared and signed it without making 
any check-up of the market values. 

“The executive officers of the bank,” 
said the New Jersey Supreme Court, 
“‘are responsible for the truth of the 
statements contained in the report 
voluntarily signed, verified and attested 
by them, knowing what it was, al- 
though such report was prepared by an- 
other, unless they show that they 
were deceived without undue fault 
on their part; and uncontradicted 
evidence that the report was false 
and that they signed and delivered it 
without examining it, and in entire 
disregard as to whether it was true or 
false, justifies the finding by the jury 
of knowledge of falsity or willfulness 
and intention to deceive essential to 
sustain a conviction.” 

Thus, in the court’s view, the sign- 
ing of the report in reckless disregard 
of whether it was true or false was 
tantamount to signing a false report 
or statement “knowingly and _ will- 
fully.” In the criminal law, it is 
sometimes said that gross negligence 
supplies criminal intent. 

While the New Jersey court was 
simply applying a statute of that 
state, no court is likely to look with 
favor on the explanation of a bank’s 
officer or director that he signed an 
official statement or report on the 
bank without making some reasonable 
attempt to check up on the truth and 
accuracy of its contents. (State vs. 
Steneck, 192 Atlantic Reporter, 381.) 
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The CLEARING HOUSE of PICTURES 
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R. K., ANDREW W., AND PAUL MELLON FRANCIS E. FROTHINGHAM 
R. K., ANDREW W. MELLON, Deceased, 

and PAUL MELLON ... Andrew W. Mellon, 

secretary of the treasury under three presidents; 

former ambassador to Great Britain; and one of 

the world’s wealthiest men, died August 26. 


FRANCIS E. FROTHINGHAM .. . Vice- 
president of Coffin and Burr, Inc., Boston, has 
been nominated for president of the Investment 
Bankers Association of America. 


RALPH W. PITMAN .. . National president 
of Morris Plan Bankers Association presided at the 
annual convention in Colorado Springs, September 
12 to 15, and was re-elected. 

MODERNIZED .. . Central National Bank 
and Trust Company, Des Moines, Iowa, completely 
modernized its quarters. Officers’ desks in main 
banking room are easily accessible to customers. 
J. R. Capps, cashier, had charge of the remodeling. . 

FRENCH MINISTER OF FINANCE 
Georges Bonnet is shown leaving the finance 
ministry. Bonnet is seeking a balanced budget. 

ROBERT STRICKLAND ... President of Trust 
Company of Georgia, Atlanta, Georgia, is current 


ROBERT STRICKLAND president of the Reserve City Bankers Association. pay pH w. PITMAN 


GEORGES BONNET MODERNIZED BANKING QUARTERS IN DES MOINES (Photo courtesy of American Business) 
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OTES and COMMENT 








IN THE FAR NORTH 


Interesting scenes associated with 
the establishment of the Bank of 
Montreal’s branch at Goldfields, Sas- 
katchewan, on Lake Athabaska, 700 
miles north of Regina, are reproduced 
in the Bank of Montreal staff maga- 
zine. 

The branch was established in a 
log cabin formerly used as a Hudson 
Bay Company’s trading post. Staff 
and equipment were brought in by 
airplane. As in the traditional land 
of the midnight sun, the bank’s books 
in summer may be balanced at night 
without the aid of artificial light. 


A BANKING YARN 


Illustrating the drastic changes in 
banking during the last quarter cen- 
tury is the yarn concerning an old 
inspector whose reports on branch 
routine in his heyday had been noted 
for their blistering criticism. 

Long retired and in seclusion, the 
old pensioner ventured into the big 
city on one occasion and was struck 





by G. A. G. 


by a motor car. Severely shaken and 
in a semi-conscious condition he was 
by coincidence carried into a branch 
of his former bank. Having doubts 
that he was still alive he asked where 
he was? On being told that he was 
in the bank branch he began to take 
an interest in his surroundings, still 
dubious of his whereabouts. His 
trained eye took in the savings depart- 
ment where a girl teller was handling 
a deposit. He felt annoyed immedi- 
ately. He had often expressed his 
disapproval of female clerical help in 
his reports. What kind of a branch 
was this anyway with no tellers’ cages 
and just open counters? Where were 
the ledgers? What was this girl 
doing now? Taking in the deposit 
and entering it in the customer’s pass 
book; this was a clear breach of rule 
16, section B. He turned his head to 
read a display card on which house- 
hold checking accounts were so- 
licited. This was terrible. Twenty-five 
years ago he had been compelled to 
report branches for the number of 
nuisance accounts they were carrying. 
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— THE Nation 


Fully staffed underwriting and service 
offices in 40 principal cities, equipped 
to analyze bonding requirements — to 
issue the necessary coverages—and to 
adjust possible losses without delay. 


Fidelity, Surety and Bankers Blanket Bonds 
Burglary, Robbery, Forgery and Glass Insurance 


FIDELITY AND DEPOSIT 
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And what was this? A large sign 
inviting personal loans. Pushing ac- 
commodation loans! This was too 
much. The old man sank back with 
a groan. Now he knew where he was. 
He was in hell. 


DOMINION STATISTICS 


The percentage of bank debits to 
deposits in Canada was 114.4 in July 
against 131.1 in the same month of 
last year according to the Dominion 
Bureau of Statistics. The decline in 
debits was 6 per cent, while a consider- 


able increase was shown in the deposit . 


liabilities of the banks. The total in 
July was $2,379,000,000 against $2,- 
207,000,000 in July of last year. The 
index of bank debits, after seasonal 
adjustment, was 106.3 in July against 
113.1 in the same month of 1936. 


PERSONAL LOANS 


The question and answer method of 
conveying essential information has 
been used very successfully by the 
Canadian Bank of Commerce in a 
folder introducing personal loan serv- 
ice. The folder is not only an attrac- 
tive piece for customers but is a time- 
saver for officers who would otherwise 
be called upon to answer questions. 

Questions asked and answered are: 
Upon what essentials are these loans 
based? What are the specific condi- 
tions? How do I apply for a personal 



























Harry F. Patterson, formerly general man- 
ager of the Bank of Nova Scotia, has been 
appointed vice-president. Making his origi- 
nal connection with the bank at the age of 
sixteen, Mr. Patterson has held positions 
in the Chicago and New York offices. His 
present duties are directed from Toronto 




























CROPS (and dollars) YQUWEC 
AFTER OTHER METHODS FAILED! 


SP TAREE IIT 


The 1937 harvest was a “tough” one. An excep- 
tional growth of rank, heavy straw was in itself a 
severe test for any harvesting equipment. But when 
this heavy growth went down into a thick, tangled 
mass—sometimes almost flat on the ground— 
worried farmers were almost desperate in their 
efforts to save the grain. 








Allis-Chalmers has never “claimed the impossible” 
for the All-Crop Harvester. Yet, it is a fact that the 
All-Crop went into many a 1937 field that had been 
given up by the owner as lost—and saved the crop 
after all other methods failed. The All-Crop’s 5-foot, 
rubber-faced bar cylinder has the capacity to with- 
stand these unusual tests. It doesn’t chew up straw 
and green weeds. That saves power and avoids 
vf trouble. The All-Crop has threshed more than 70 
S different crops—many of which have never been 
handled successfully in any other way. 
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In addition to its advantages and savings—the 
Beluw: Thin Ghd bees ete el. All-Crop Harvester reduces the farmer’s investment. 
Allis-Chalmers equipment is economically sound. 


3€ town, lowa, was washed flat by floods. 

The All-Crop Harvester saved the grain 

= —and the farmer’s profit. AN INVITATION 

al To promote a better understanding of our mutual 


problems, Allis-Chalmers invites the correspondence 
of bankers on questions pertaining to the sale and 
financing of farm equipment. 
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loan? What rate do I pay? Is there 
any other charge? How do I repay 
the loan? Do I get interest on these 
deposits? Will my estate be pro- 
tected in the event of my death before 
the loan is repaid? Where do I make 
deposits? May I pay the loan before 
the end of the yearly period? May I 
make one or more savings deposits in 
advance of the required periodic dates? 


CHECKING ACCOUNTS 


With the introduction of service 
charges in Canada personal checking 
accounts, long regarded as a _ loss 
operation and a nuisance, have be- 


THE BURROUGHS CLEARING HOUSE—October, 1937 


come desirable business. Banks have 
found that the public generally appreci- 
ates the service. Now that it has 
been put on a business basis, customers 
are showing more care and discrimina- 
tion both in eliminating checks for 
insignificant amounts and in the collec- 
tion of canceled vouchers. 


CLEARING HOUSE ITEMS 


Checks cashed by branch banks 
during the first seven months of the 
present year recorded a gain of nearly 
4 per cent over the same period of 
1936 . . . Branches of Canadian char- 
tered banks at the end of July num- 





AN UNBROKEN RECORD 
OF PROTECTION AND 
PROFITS FOR BANKS 






—LAWRENCE SYSTEM field warehousing 


For the more than 21 years of 
LAWRENCE SYSTEM operation, our 
warehouse receipts have withstood 
every test for validity and security 
against third-party claims. They have 
proved wholly adequate protection 
for loans under hundreds of cases of 
receivership and bankruptcy. 


Moreover, LAWRENCE SYSTEM 
operations go beyond all legal re- 
quirements. A million-dollar insur- 
ance policy, the largest of its kind 
ever issued, is carried for the benefit 
of banks holding LAWRENCE SYSTEM 
warehouse receipts. You would be 
fully protected by this insurance if 
the validity of our warehouse receipts 


were ever attacked or if we failed to 
establish and maintain bailment, or 
if we failed in any other way to live 
up to our legal liability as warehouse- 
men. This policy is continuously in 
force, yet no bank has ever had to 
avail itself of this added safeguard. 


Best of all is the fact that this 
superior service costs your bank 
nothing. It can be used in connec- 
tion with almost any commercial 
account. For information on specific 
problems, consult Dept. C - 4 ofour 
nearest office. And write for free 
copies of the explanatory booklet, 
‘“Warehouse Receipts as Collateral.” 
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A. T. Gipson, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION — Since 1916 
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bered 3,515, of which 3,370 were in 
Canada, 25 in Newfoundland and 120 
elsewhere . . . Current loans in Canada 
as of July 31 totaled $734,888,808, 
against $649,772,815 for July. 





Allan E. Arscott, assistant general manager 

of the Canadian Bank of Commerce since 

1929, succeeded S. H. Logan to the general 

managership when Mr. Logan became presi- 

dent. Mr. Arscott has been with the bank 

since 1905, serving in the mining districts, 
in Ottawa and in Toronto 


Figures That Snap 
Up Bank Meetings 


(From page 11) applied anywhere, we are 
convinced. 

Just to prove that we believe in its 
wide applicability, let me cite another 
way in which we have applied it. For, 
despite the full use of this method in 
our directors’ meetings, it still left 
something to be desired in the proce- 
dures of our executive committee. 
So, since the directors’ books were 
working so advantageously, we de- 
veloped out of the idea something else 
which has proved just as helpful in 
serving our executive committee. 

Are you one of those statistical 
giants who can hold in his mind, as 
they are being read to you, the amount 
of cash owned by a prospective bor- 
rower, the accounts receivable, the 
notes receivable, the inventory, and 
all of the figures on the other side of 
his current position? Can you make 
an instantaneous computation of his 
current ratio, of his working capital, 
make up your mind whether he is 
taking enough depreciation on his 
assets, and all the rest? Well, if you 
can, it would be a real treat to watch 
you in action. For, despite the impres- 
sive front we all like to put on for 
our customers, mighty few of us 
possess this super-normal genius at 
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arithmetic and numerical memory. 

It used to be that when our execu- 
tive committee met to pass on loans, 
commercial paper, and the like, the 
executive officer sat up and read off 
the figures. Once or twice, when he 
paused for breath and raised his eyes 
from the credit sheets, he noticed that 
slightly glazed appearance on the eye 
of a fellow member. Frequently, after 
he had read off the figures in his best 
manner, some conscientious commit- 
teeman held out his hand for the file 
and the meeting paused while that 
man digested the figures by reading 
them for himself. Also, it was notice- 
able that the member who did his own 
reading was the member who asked 
the important questions and led the 
decision of the committee on that loan. 

Then we asked ourselves whether 
there was not here a situation exactly 
comparable to the board of directors’ 
meeting, and whether it would not 
yield to treatment based on the 
identical principle. The consequence 
was the development of a technique 
which meets the needs of the executive 
committee just as effectively as the 
directors’ books meet the directors’ 
requirements. 


HEN the executive committee 

meets, each member has at his place 
a fiber-board binder of the sort com- 
monly used for credit files, except that 
it is considerably smaller. Inside it 
he finds one-sheet credit reports on 
each company or individual to be 
considered for credit by the committee. 
The sheet is half the size of a letterhead 
sheet. It is mimeographed to show 
just the essential figures of a credit 
statement, a balance sheet with a few 
other salient facts. The figures are 
simplified. A huge corporation which 
is offering commercial paper may have 
its figures given with millions omitted, 
a local merchant or professional man 
may have his statement given with 
hundreds omitted. Whatever it is, 
it is there for the committee member 
to absorb in the simplest possible form. 

It works precisely as the directors’ 
books do. The members pick up their 
books and study through them. When 
the meeting commences, the executive 
officer has the stack of full credit files 
before him, and he reads from each one 
as necessary. The members follow 
the figures on their own books, they 
know when he is supplying facts not 
in their books and pay attention 
accordingly. When the statement has 
been gone over, they are in position to 
vote intelligently on the credit. If 
they wish additional information, the 
officer digs it out of the credit depart- 
ment file which he is using. 

Our executive committee votes on 
loans or paper purchases now with 
minds clarified by full possession of 
the available facts. Each member 
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IN YOUR BANK EVERY DAY 


Read how leading banks have increased accuracy, 
efficiency and profits—by subduing every-day noise 


HE cost of noise comes out of your 
assets regularly, even though it 
doesn’t show in the records. Because even 
routine sounds do more than irritate your 
patrons. They affect every employee—cause 
Strain and fatigue—increase costly errors. 
That’s why hundreds of banks, like thou- 
sands of other businesses, have installed 
Acousti-Celotex to correct noise—and found 
that st pays for itself. One finance company 
reports that costly mistakes were substan- 
tially reduced. Another user says errors by 
office machine operators dropped 52%, and 
typing errors were cut 29%! 
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Acousti-Celotex can be installed over 
your present ceilings at surprisingly little 
cost, without interrupting normal rou- 
tine. And its benefits are permanent, 
since painting or cleaning do not 
destroy its efficiency. Let us have a 
qualified acoustical expert tell you 
honestly where Acousti-Celotex can save 
money in your building, and what it 
will cost. There’s no obligation—so 
mail the coupon now. 


Acousti-Celotex says “Hush” to Noise in... 


Title Insurance & Trust Co., Los Angeles, Cal. 
Denver National Bank Building, Denver, Colo. 
First National Bank. . . . Boston, Mass. 
Federal Land Bank - Several Cities 
Cleveland Trust Company . . Cleveland, Ohio 
Union Trust Company Pittsburgh, Pa. 
Royal Bank Of Canada . Montreal, Canada 
. and in hundreds of other banks. 


Shown below is American Trust Company, 
Berkeley, California 


PERMANENT 


ELOTEX 


U. S. PATENT OFFICE 


Other Celotex Acoustical Products 
CALICEL CALISTONE ABSORBEX VIBRAFRAM (formerly Heerwagen Tile) 
Sales Distributors throughout the World 
' THE CELOTEX CORPORATION 
919 N. Michigan Avenue, Chicago, III. 1 
C) Please send free copy of new booklet, “Noise.” [1] Without obliga- 4 
tion to me, have an acoustical expert submit recommendations and i 
cost of installing Acousti-Celotex in our building. 
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knows from experience how the bank’s 
officers judge these credits, and it is 
a fair assertion that any one of them 
could sit at a loan officer’s desk and do 
a workmanlike job of loaning —which 
is more than can.be said of most bank 
executive committeemen in my obser- 
vation elsewhere. 

Both the directors’ books and the 
executive committee credit files have 
speeded up the meetings greatly. 
Now they move with a snap and a 
crispness which previously was lack- 
ing —it was lacking because the direc- 
tors and members were not equipped 
with the facts to permit them to do 
their best work. But do not mistake 
this statement about speeding up the 
meetings. They take about as long 
as before. The difference is that they 
accomplish a great deal more, and 
that the directors really direct the 
bank’s affairs and its loans instead of 
okaying anything that an officer does 
within reason. 

Maybe you prefer the old-fashioned 
situation. I’ll take our way of doing 
it, every time. 


Modern Houses and 
Mortgage Loans 


(From page 14) therefore catches the 
difficulties in advance of submitting 
them to the nearest FHA office 
for approval. Likewise, since the 
FHA inspectors make periodical visits 
to a new house under construction, 
at stipulated stages of progress, high 
standards of material and workman- 
ship are being held to through the 
influence of the lending agencies. 

This entire line of thought has 
greatly strengthened the interest of 
the lender in the inherent quality of 
the dwelling, whether from the stand- 
point of durability, maintenance costs, 
appearance, comfort, or many other 
characteristics. For example, the FHA 
during this year has published a bulle- 
tin, Technical Bulletin No. 6, called 
‘Mechanical Equipment for the 
Home.” In it is pointed out the 
general principle of equipping, that it 
would ordinarily be unwise to vary 
greatly from the practice which has 
become customary in other houses in 
the same neighborhood. On the one 
hand, extra expenditures for equip- 
ment will seldom be recoverable on 
resale; on the other, less than the 
accepted standard of equipment is 
likely to be a disadvantage when selling. 

The subjects covered in this bulletin 
supply a worthwhile outline for the 
banker’s consideration in evaluating 
an offered loan. The headings, with 
principal sub-headings, are as follows: 

Utilities: Sewage disposal, water 
supply, electrical service, fuels. 

Heating: Space heaters, warm air 
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furnaces, steam or hot water boilers, 
radiators and convectors, steam dis- 
tribution systems, hot water heating 
systems, automatic fuel burning equip- 
ment, domestic coal stokers, domestic 
fuel oil burners, fuel oil storage, gas 
burners. 

Air conditioning: Winter partial 
air conditioning, summer partial air 
conditioning, distribution systems. 

Plumbing: Household waste sys- 
tem, water piping, water softening, 
domestic hot water heaters, storage 
tanks, plumbing fixtures. 

Electric wiring: ~-Wiring systems, 
lighting fixtures, automatic heating 
controls. 

Kitchen equipment: Ranges, refrig- 
erators. 

In the same general fashion, the 
lender finds it desirable to consider 
matters of house design, including such 
points as the effect of modern design — 
perhaps more readily recognized when 
referred to as “‘modernistic’” —on the 
values either of the house itself or 
of the neighborhood through its intro- 
duction. On this point, too, the FHA 
has issued a technical bulletin, No. 2, 
called “‘Modern Design.” The con- 
clusions, all rather general, lead to the 
idea that a house of radically modern 
appearance carries in it a probability 
or possibility of obsolescence more 
rapid than in a home of more conven- 
tional design; that a home of modern 
design so handled that it conforms in 
general appearance to what people 
are accustomed to, at the same time 
carrying with it the manifest advan- 
tages of functional design, may very 
well have added value. -But the 
general conclusion is that every such 
house must be judged on its individual 
qualities and circumstances, and that 
there can be no firm rule which lenders 
or mortgage insurance underwriters 
must follow. 


HE trend toward factory fabrication 

or ready-to-erect construction for 
residential purposes is also the subject 
of a technical bulletin, No. 1, “Recent 
Developments in Dwelling Construc- 
tion.” This bulletin points out the 
objectives of the fabricator, namely to 
take advantage of the economies 
inherent in mass production. So far, 
comparatively few manufacturers of 
such houses have attained a sales 
volume sufficient to permit the hoped- 
for economies. All the signs, how- 
ever, point toward a growth of this 
type of construction, if only because 
of the rather general swing of large 
and well-financed industrial units 
which are buying into many of the 
pioneer institutions. If and when 
manufacturers reach a stage where 
they can reduce costs below conven- 


tional building methods, public accept-. 


ance of their products and a veer of 
taste toward these will undoubtedly 
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There is only one Revolving, Sliding Tray 
Ledger Safe. The top slides back, records 
are raised up out of the well, the whole 
tray revolves to any desired angle AND 
THEN SLIDES FORWARD where improved 
visibility speeds up every reference. 


There are many types of trays, designed to 
meet every standard practice now used in 
bookkeeping departments. 


This safe has the 2-HOUR label, protecting 
its contents, eliminating lost motion in cart- 
ing records and providing instant, 24 hour 
a day protection where records are made 
and used. 


An analysis will leave no doubt of the 
greatly improved posting advantages of 
this exclusive Diebold product. A unit that 
enables each operator to handle more 
accounts, quickly pays for itself. Ask us for 
complete details and prices. 


SAFE & LOCK CO. 


MAIN OFFICE, CANTON, OHIO 


PROTECTION ENGINEERS FOR OVER SEVENTY-EIGHT YEARS 


In writing to advertisers please mention The Burroughs Clearing House 








30 THE BURROUGHS CLEARING HOUSE—October, 1937 





ae What Difference 


dete it pam TO YOU? 


When we mention Atlantic’s unusual position in the 
insurance field, it is fair for you to ask: ““What difference 
does it make to me?” 





Our answer is this: that your insurance dollar is not 
giving you full value unless it buys all the advantages 
Atlantic has to offer. 


Atlantic has no monopoly of profit-sharing, prompt 
service, or any other single feature of insurance at its 
best. But the combination it has to offer is unique— 
95-year record, financial strength, non-assessability, 


profit-sharing, prompt settlements, broker service. 


Which one of these advantages are you missing? 


Review with your broker your goods-in- 
transit, fire, yacht, jewelry, fur, fine arts and 
registered mail insurance needs. Ask him for 
information about Atlantic insurance. 
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be hastened. The entire field is so 
distinctly in a state of change and 
development that the FHA issues 
rulings for a period of six months on 
an acceptable type of construction of 
new method —an excellent criterion of 
this state of flux. 


BEYOND all question, the trend is 

toward better houses, with better use 
of land, and better equipment in the 
houses. Prudent lending practice re- 
quires that this trend be recognized. 
Just what constitutes the right type of 
building, lot, equipment for a given 
situation —this depends so strongly on 
factors of climate, of region, even of 
the immediate neighborhood, that it 
can be answered only by the time- 
honored rule, “Use good judgment.” 

Certainly the swing to large-per- 
centage long-term amortized mort- 
gages has brought with it a set of 
problems which were less prominent 
or even non-existant in the old-style 
lump-sum mortgage. The trend has 
made the lender conscious of the 
importance of proper design, of high 
standards of material and workman- 
ship, of good neighborhood planning, 
and all the other factors. Correctly 
handled such factors contribute to 
making the equity-owner eager to 
retain his property, or in the event of 
take-over make it more readily market- 
able at a price which prevents loss of 
mortgage principal. It is therefore 
good business—as alert bankers are 
universally recognizing —to know what 
these factors are, to keep themselves 
posted on them, and to use their 
knowledge in the interests of the 
borrower and of the ultimate pur- 
chaser of the mortgage. It is a funda- 
mental change in business methods 
which will beyond all doubt have 
widespread results. 


Credit for Buyers of 
Farm Machinery 


(From page 20) we make in this classi- 
fication is around $800. We do not 
consider that small equipment such 
as mowers, rakes, cultivators, and 
the like, are proper subjects for 
this type of loan. The exception 
might be, of course, where a farmer of 
established position would take over 
a whole new farm and have to increase 
his equipment on a large scale. But 
for the usual small implement pur- 
chases, the easiest and most efficient 
financing all around is through the 
dealer’s own credit with his bank. 
This class of business which we 
undertook tentatively less than a year 
ago has now become thoroughly estab- 
lished in our institution. We have 
found it profitable, safe, constructive. 
We are eager for just as much of it as 
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we can obtain without lowering our 
standards. And we are entirely will- 
ing to step out more than half way to 
meet the dealer and the farmer who 
may be the source of this sort of busi- 
ness. We find that it makes us friends 
and brings us good accounts from 
farmers who first come to us to make 
these loans. 


AS yet the total volume of these loans 

is comparatively small in our 
total figure for Loans and Discounts. 
Nevertheless, it is large enough to 
have supplied a most welcome addi- 
tion to our total earnings. Moreover, 
it is increasing rather steadily, with 
every indication that at least as long 
as the farmers remain prosperous it 
should continue to climb. From the 
standpoint of a bank the size of ours, 
it is nice business because it is in 
units large enough to be profitable, 
and at the same time gives us an 
attractive spread of diversified risk. 
If all of the farmers in the neighbor- 
hood of Winchester were to go broke, 
then there would be a sizable loss on 
farm machinery loans. But, so also 
would there be on local commercial 
loans and every other class of busi- 
ness. We are not anticipating any 
such catastrophe. 

We look with especial favor upon 
loans intended to get the farmer into a 
diversified type of agriculture. As 
has already been pointed out, ours is 
prime apple country. In our immedi- 
ate neighborhood are some of the 
world’s largest individual apple-raising 
enterprises. Undoubtedly our country 
should continue raising a great many 
apples. But there is need for more 
and more diversification, of cattle 
feeding and dairying and the like. 
So, when a farmer who has been 
putting great emphasis on fruit-grow- 
ing applies for a loan which will 
equip him for other types of farming 
also, we incline to rate that loan just 
a little higher than if he were asking 
for the same money to buy a special- 
ized tool of apple-growing. We know 
that in the long run the welfare of the 
farmer, and therefore of the com- 
munity and of our bank, will be served 
by breaking the hold of one-crop 
farming. 

To summarize, our experience with 
farm machinery loaning has been thus 
far very satisfactory. The type and 
size of loan has been desirable, the 
yield has been adequate. We are 
helping to increase the prosperity of 
the farmers, we are influencing them 
as much as we properly can in the 
direction of lessened dependence upon 
a single crop. Also, we are assisting 
several substantial business men, who 
are our implement dealer customers, 
to operate their businesses more profit- 
ably and with lessened risk. 

As has been said a few paragraphs 
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great speed and absolute accuracy in making coin payments 
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with this modern, speedy, accurate device; recent 
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Model 100 machines. 
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above, we are eager for just as much 
of this business as we can obtain 
without lowering our standards. And 
we suspect that any other country 
bank which undertakes it cautiously 
but enthusiastically will have a similar 
experience. 


Banking Legislation 


(From page 17) to banks is the Barkley 
bill imposing drastic regulations on 
banks which act as trustees under 
corporate trust indentures, and giving 
the SEC authority to pass on in- 
dentures under which bonds and 
debentures are issued and the qualifica- 
tions and requirements set up for 
banks and other institutions acting as 
corporate trustees. Two other bills of 
this group have already passed the 
House. One is the Chandler bill which 
is a general revision of the national 
bankruptcy laws designed to clarify 
and improve procedure, and the other 
is the Sabath bill giving the SEC 
certain powers to intervene in bank- 
ruptcy proceedings and to oversee cor- 
porate reorganization in the interest 
of minority stockholders and the 
general public. The fourth bill in this 
group is the Lea committee bill, still 
being revised in the House committee 
on interstate and foreign commerce, 
which provides for supervision by the 
SEC over corporations in reorganiza- 
tion, particularly as to the control of 
security holders’ protective commit- 
tees, proxies and deposit agreements, 
and disqualification of persons with 
materially conflicting interests from 
serving on reorganization committees. 


Municipal Bankruptcy Law 


A new municipal bankruptcy law 
was enacted by Congress during the 
past session, designed to take the place 
of that declared unconstitutional by 
the Supreme Court. It avoids the 
criticism which the Court found in the 
previous law by providing for only 
voluntary bankruptcy by local taxing 
districts and permitting no interference 
with the fiscal affairs of the states or 
their political subdivisions. The new 
law extends only to June 30, 1940, and 
is designed particularly to aid those 
taxing districts which were in the 
process of reorganization before the 
previous act was declared unconstitu- 
tional. It permits a taxing district to 
compose its indebtedness with the con- 
sent of 6624 per cent of its creditors 
and of a Federal bankruptcy court. 


Farm Credit Legislation 


In addition to passing over Presi- 
dent Roosevelt’s veto a bill to extend 
for two years the subsidized low inter- 
est rates on farm mortgages of the 
Federal Land Banks and reducing the 
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rate of interest on land bank commis- 
sioner loans, Congress enacted the 
Farm Credit Act of 1937, which made 
a large number of relatively minor 
amendments to six laws administered 
by the Farm Credit Administration. 
One amendment permits the exten- 
sion of land bank commissioner loans 
which were made on second mortgages 
and which are now delinquent. An- 
other permits the Farm Mortgage 
Corporation to make loans to Federal 
Land Banks on the security of assets 
not acceptable as collateral for farm 
loan bonds, such as real property taken 
over upon abandonment of farms. 
Consolidation of the twelve regional 
offices and boards of directors of the 
Federal Land Banks, Federal inter- 
mediate credit banks, production credit 
corporation, and banks for co-opera- 
tives is effected through a series of 
amendments. Another provision per- 
mits farmers to make advance pay- 
ments on land bank loans in good 
years against future payments. 


Housing Laws 


Federal credit was further extended 
to aid the less fortunate farm and city 
workers through two important laws 
passed by the last session of Congress, 
but in both cases on such a restricted 
scale that it probably will not encroach 
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appreciably upon the field of private 
credit. The Bankhead-Jones farm 
tenant act creates a Farmers Home 
Corporation within the Department 
of Agriculture authorized to make 
loans to tenant farmers and farm 
laborers to purchase and operate farms. 
The Corporation may use up to 
$50,000,000 per year in making forty- 
year amortized farm mortgage loans 
and also chattel mortgage loans for 
farm equipment and supplies, both at 
3 per cent interest. The bill also pro- 
vides for the purchase and retirement 
of submarginal farm land. 

The Wagner-Steagall housing law 
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was enacted in a much more limited 
form than introduced. It creates a 
United States Housing Authority with- 
in the Department of the Interior 
authorized to issue government-guar- 
anteed bonds up to $500,000,000 for a 
three-year program of lending money 
to municipal housing agencies for 
clearing slums and constructing low 
rent apartment houses. Two forms of 
Federal aid are offered, either through 
a 40 per cent grant and a 40 per cent 
loan or through a 90 per cent loan plus 
an annual operating subsidy. Con- 
struction costs are limited to from 
$1,000 to $1,250 per room, depending 
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Inquiries are invited 


™ ROYAL BANK 


OF CANADA 
































Head Office, Montreal, Canada - New York Agency, 68 William St. 














In writing to advertisers please mention The Burroughs Clearing House 


on the size of the city, and tenants are 
restricted to families whose annual 
income does not exceed five or six 
times the rental. In this way the 
Federal subsidies will be confined to 
the construction of relatively low-cost 
apartments and to persons of genuinely 
low income. 

Further housing legislation un- 
doubtedly will be considered in the 
next session of Congress, for shortly 
before adjournment the chairmen of 
both House and Senate banking com- 
mittees introduced amendments to the 
Federal Housing Act designed to 
broaden the provisions under which 
FHA may insure mortgages on large 
scale apartment and group projects. 

In addition, the Senate banking 
committee is considering making a 
study of the desirability of providing a 
Federal mortgage bank, a proposal 
advocated by real estate interests. 


Orval W. Adams 


(From page 8) Measure of service to 
business, if only the education of 
the profession and the understanding 
of the public are sufficient. 

He has very definite ideas about the 
education of the public. He believes 
that the people should know far more 
than they do about the fundamentals 
of banking, the relationship of a bank 
to its depositors and borrowers, and 
the important part that a bank plays 
in the business life of the country. He 
believes, too, that the public should be 
educated in the fiscal policies of the 
government and he has put forth 
considerable effort in the last few 
years to make people realize that there 
is a very definite relation between the 
government’s fiscal policy and the 
purchasing power of the depositors’ 
money. He has been trying, in all 
his speeches, to make a tax-conscious 
public, fully believing that the realiza- 
tion of these objectives will do more 
than any other two specific factors to 
insure stable prosperity. 

Now, Orval Adams is convinced that 
there is no group in America more 
definitely charged with responsibility 
for this kind of education of the people 
than the American Bankers Associ- 
ation because: first, bankers them- 
selves are best qualified with knowl- 
edge and experience to give the neces- 
sary information; second, bankers have 
their classes for this education already 
set up and available for instruction, 
since every bank has a list of its 
depositors and the depositors of all 
the banks are the people to be edu- 
cated; third, banks have a moral 
obligation to preserve the value as 
well as the number of dollars entrusted 
in their care. 

Now this education is not just a 
nebulous dream with Orval Adams. He 
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automatic is its action that the 
operator can maintain increased 
production with actually Jess 
physical effort. 
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simplifying routine and lower- 
ing costs, this new Burroughs 
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®@ Carriage opening and closing 
and carbon shifting are entirely 
automatic; carriage return and ®@ Ask to see a demonstration on 


capital shift are electric; every your own work. Call the 
carriage movement is controlled Burroughs office near you today. 
from the keyboard. No obligation. 


Burroughs 


FACTORIES AT Detroit and Plymouth, Mich.; Windsor, Canada; Nottingham 


Eng. 








36 





COMING 


‘ANDO 


GOING... 
itt Hotel 
GIBSON. 


© SLEEP APPEAL 
he tba hes ltt 


FOOD APPEAL... 
H. Fuuter stevens, PRICE APPEAL... 
Manager SLEEP APPEAL... 







1000 searnt™ Doe 
a 


WITH BATH~ 


angesd 
“CINCINNATI 











EFFICIENT 


IN THE 
HEART OF 
CHICAGO 


HOTEL CHICAGO 


RANDOLPH AND rae ee on oe 


EMIL EITEL - KARL EITEL - ROY STEFFEN 











THE BURROUGHS CLEARING HOUSE—October, 1937 


proposes to do something about it. 

I have heard that there are some 
in the profession who have felt that 
my friend, in ardent advocacy of his 
views, has given utterance to some 
expressions that seem to savor of 
partisan politics. My own under- 
standing of his position, and I am sure 
I am right, is that Mr. Adams has no 
desire whatever to bring the associ- 


ation into any political controversy. 
He would go as far as any man can 
consistently go to obviate such a con- 


dition. But if Orval Adams is any- 
thing he is forthright and plain- 
spoken. He has always set facts and 


principles above diplomacy, and I 
think he always will. The American 
Bankers Association will know how 
he stands on every question. 
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Free copies of booklets listed below can be obtained by addressing re- 
quests (on your letterhead) to The Editor, The Burroughs Clearing 
House, Second Boulevard and Burroughs Avenue, Detroit, Michigan 


New Booklets 


WHAT TO LOOK FOR AND WHAT TO DIS- 
REGARD IN SEEKING COMPETENT INVEST- 
MENT ADVISORS ... Helps judge the ability 
of investment advisors previous to their selection by 
ascertaining methods said to be employed and then 
checking the record of results achieved by those 
methods. Seven specific tests are listed to determine 
relative degree of competence of investment advisors. 


BANKING AND SELLING ... A series of nine- 
teen editorials written by Joseph M. Dodge, presi- 
dent, The Detroit Bank, setting forth his philosophy 
about banking as a business. Under such headings 
as “Selling Is Necessary,’’ ‘‘Never Miss a Chance,”’ 
“Your Attitude,”’ and ‘“‘The Public Hires and Fires,” 
Mr. Dodge has packed a world of thought bearing 
upon employee relationships and the bank’s direct 
contacts with the public. The editorials, written for 
the bank’s house organ, are being widely quoted. 


THE CASH BUDGET .. . An investigation of the 
methods of some forty-five companies engaged in 
twenty industries, with the results summarized. The 
cash budget is utilized primarily as a guide to major 
financial policies and as a basis for carrying out the 
financial program. Published in the interest of 
better management of business, this booklet could 
profitably be distributed by bank credit meri. 


CENTRIFUGAL REFRIGERATION . This 
forty-eight-page abundantly illustrated brochure 
treats of the principle and operation of centrifugal 
refrigeration. The brochure is semi-technical in 
character and includes data and description of 
engineering import. Banks are prominent on the 
list of users of the type of equipment illustrated. 


TURNING ACCOUNTS RECEIVABLE INTO 
CASH .. . Booklet, in its bank applications, tells 
institutions how to profit from automatically repeated 
addresses on note notices, rent statements, collection 
letters, monthly statements and ledger sheets. The 
machines have many applications in banks besides 
addressing. Sales promotion, record keeping, and 
disbursing are among them. 


THREE-LETTER CABLE CODE... A large 
bank on the Pacific Coast saves up to 50 per cent of 
the cable tolls on overseas transactions by using a 
three-letter code. Most frequent uses are for trans- 
mitting letters of credit, transferring funds by cable, 
making overseas collections, and handling foreign 
accounts. Savings are returned to the bank’s cus- 
tomers. Booklet explains the service. 


THE HOUSE YOU LIVE IN... Acolorful booklet 
illustrating applications of copper and its alloys in 
residential construction. There are numerous applica- 
tions in industrial and business construction. Manu- 
facturer’s technical advisory service will supply 
banks recommendations for sound construction. 


In writing to advertisers please mention The Burroughs Clearing House 


Booklets Still Available 


PROPERTY INSURANCE DIGEST .. . This di- 
gest was prepared to give a concise, yet fairly compre- 
hensive, picture of the more important forms of 
property insurance now available. 


DISCOVERING NEW CONSTRUCTION POSSI- 
BILITIES IN GLASS BLOCK .. . Glass blocks, 
which admit light, provide insulation and aid air 
conditioning, dsecribed in detail. Should be reviewed 
by those interested in modern construction. 


RECORD PROTECTION CHART .. . Based on 
tests by Underwriters’ Laboratories, Inc., and recom- 
mendations of National Fire Protection Association, 
a chart has been worked out for arriving at amount 
of fire protection needed for various types of records. 


A MODERNIZED TRUST PLAN ... An eight- 
page booklet which tells how to eliminate the tenant- 
remainderman conflict of interests, adjust income 
to living costs, and reduce risk of surcharge. 


THE BANK IS IN THE MIDDLE ... A study 
of the three major risks of the safe deposit business: 
negligence, mysterious disappearance, and fraudulent 
and erroneous claims. Booklet outlines provisions 
of a safe depository liability policy. 


LETTERS OF A BUSINESS MAN TO HIS SON 
. .. A series of seventeen advertisements published 
by American National Bank and Trust Company of 
Chicago. Aimed at a better understanding of the 
functions of banking. 


CREATING NEW BUSINESS THROUGH IN- 
SURED PERSONAL LOANS... Describes a 
plan for issuing blanket policy insuring the life of 
each borrower for the unpaid balance on his note, 
the insurance decreasing with the unpaid balance. 


RAILWAY EXPRESS SOLVES MY COLLEC- 
TION PROBLEMS ... Special service rids one 
of troubles in collecting out-of-town accounts. 
Pamphlet gives details of service, including a schedule 
of charges for collecting and remitting. 


DEFINITE BOND MARKET RECOMMENDA- 
TIONS .. . An eight-page analysis and forecast of 
the bond market with definite buying and selling 
advice is offered by an impartial financial service. 


A CAREER IN LIFE INSURANCE REPRE- 
SENTATION ... A thirty-six-page booklet issued 
by a leading life insurance company setting forth the 
opportunities in modern life insurance field work. 


WHAT WILL YOUR DIRECTORS SAY?... 
Here is a folder about bankers blanket bonds, listing 
some typical cases of losses, and containing some 
pertinent points about buying fidelity insurance. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-10-37 
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CREATING HANDSHAKES 


for a Bank President 





OR every ten who shake the 

bank president’s hand, a hun- 
dred more would like to. He may 
never know these people, but they 
know him. 

They are depositors, borrowers, 
prospective customers. Every day 
they are forming impressions—good 
or bad—of him and of the bank 
which he heads. 

Most of these impressions are 
built on paper; letterheads, checks, 
statement forms—these are his per- 
sonal representatives. Only good 
lithography, good paper, good die- 
stamping will do. That is why he 
goes to a Bank Stationer with long, 
specialized experience. He knows 
that every member of the Institute 
is prepared to give him the best 
lithography and engraving he can 





get at the price he wants to pay...and 
that this fact protects his own standing as 
well as the bank’s. 


THIS ADVERTISEMENT IS SPONSORED IN THE INTEREST OF BETTER RELATIONS BETWEEN BANKS AND PUBLIC BY 


THE INSTITUTE OF 
BANK STATIONERS 


120 WALL STREET, NEW YORK 
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FEWER OPERATIONS MEAN 
SPEED AND ACCURACY 


Many concerns are finding Burroughs Short-Cut 
Method both simple and practical. Naturally it 
results in greater sustained speed, because there’s 
less to do. Naturally it is more accurate, because with 
fewer operations there are fewer chances for error. 


Let the Burroughs representative show you in your 
own office and on your own work what these savings 
can actually mean to you. Telephone the local Bur- 
roughs office. Or, if more convenient, write direct 
for free, illustrated, descriptive booklet. 
BURROUGHS ADDING MACHINE COMPANY 
6013 Second Boulevard, Detroit, Michigan 





ADDING, ACCOUNTING, BILLING AND CALCULATING MACHINES 
CASH REGISTERS * TYPEWRITERS * POSTURE CHAIRS + SUPPLIES 
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SAVE 
69 OPERATIONS 


IN LISTING AND 
ADDING THESE 
19 AMOUNTS 


Two or more keys, together with the motor 
bar, can be depressed simultaneously on the 
Short-Cut Keyboard, thus completely adding 
or subtracting the amount in one operation. 


Ciphers print automatically. There is no need 
for a cipher key on the Short-Cut Keyboard. 


For example—the first amount ($25.60) was listed and added by 
depressing the ‘‘2’’ key, ‘‘5’’ key, ‘‘6’” key and motor bar—all 
in one single operation. The cipher printed automatically. 


Had each key and the motor bar been depressed separately—and 
had there been a cipher key to depress—it would have required 
91 operations instead of 22 to list and add the 19 amounts shown 
on the above tape... thus, Burroughs saves 69 operations on this 
one typical job. The total is obtained in a single operation. 


Think how many needless operations the short-cut method saves 
in handling hundreds or thousands of amounts. Think how much 
time and effort it could save in your business. Investigate today! 











